
PRESIDENT’S 

SECRETARIAT 


LIBRARY 






SUMMARY 


O'? 


THE PRINCIPAL MEASURES 

OF 

THE VICEROITALTY 


LOED ELGIlSr 

lir THE 

FIHANCE AETD COMJvEERCE DEPARTMENT. 

jAmjART 1S94 TO December 1898. 



CAEOUTTA: 

OFEICE OF SUPERINTENDENT OF GOVERNMENT PRINTING, INDIA 

1899, 



CALCTTTTAS 

OOTBBNMENT OF INDIA CBNTBAL FEINTING omCBj 
8, HASTINGS STBEET, 



^rOTE. 


The Member of Oouncil responsible for the administration of the Depart- 
ment of Einance and Commerce during LOED ELGIN’S Viceroyalty, was tb© 
Honourable SIR JAMES WESTLAND, K.O.S.I. The posts of Secretary, 
Deputy Secretary, Comptroller General, Commissioner of Salt, Northern India, 
and Director General of Post OfS.ce were during this period held by the follow- 
ing ofdcers : — 

Secretary. — ^Mr. J. E. Einlay, C.S.L 

„ Mr. Stephen Jacob, C.S.I. {Offg.). 

„ Mr. H. H. Risley, C.I.E. {Offg.). 

Deputy Secretary. — Mr. E. N. Baker. 

„ Mr. R. A. Gamble {Offg.). 

„ Mr. R. M. Dane, C.I.E. 

„ Mr. W. S. Meyer. 

Comptroller G-eneral.—^Hs. Stephen Jacob, C.S.I. 

„ Mr. A. E. Cox {Offg.). 

„ Mr. O. T. Barrow {Offg.). 

Salt Commissionerf Northern India. — Mr. A. B. Patterson, C.I.E. 

„ Mr. R. M. Dane {Offg.). 

Director General, Dost Office. — Mr. A. IT. Eanshawe, C.S.I, 

„ Mr. H. M. Kisch {Offg.). 




CONTEITTS 


Sbotion 

4 

I. — Genebal Financial Aeeangement and Results 

• 

ft 

ft 

* 

P.i«B 

. 1 to 5 

99 

II. — Monetaey Standaed « • • 

• 

• 

ft 

* 

ft 

• 6 to 9 

99 

III. — ^Exchange Compensation Allowance 

• • 

• 

• 

• 

« 

10 

99 

IV. — ^Mint and Coinage 

• * 

• 

• 

ft 

• 

. 11 to 14 

99 

V. — ^Fa;eb CirsEBircT .... 

m * 

• 

ft- 


m 

. 15 and 16 

99 

YL — Financial Mbasuebs connected with Famine, Plague and othbe Calamities 17 to 20 

99 

VIL — "Bulway Fikakoe .... 

« • 

• 

ft 

• 

ft 

. 21 to 25 

99 

VIIL — ^Public Debt 

• • 

• 

• 

ft 

ft 

. 26 to SO 

99 

IX.— Peotincial Finance ' . • * 

• •« 

« 

ft 

ft 

ft 

. 31 to 87 

99 

X.— -‘Local Loans • • « • • 

• • 

m 

ft 

ft 

ft 

ft S8 and 39 

99 

XL — Customs •••••« 

• • 

• 

• 

ft 

ft 

ft 40 to 42 

99 

XII. — Obitth ...... 

• • 

• 

ft 

ft 

• 

. 43 to 62 

99 

XIII*— Salt * • • • • • 

• « 

• 

ft 

ft 

ft 

. 63 to 67 

99 

XIY. — Stamps and Couet Fees • • 


m 

ft 

• 

ft 

. 58 

99 

XV. — ^Excise ...... 

• • 

m 

« 

ft 

ft 

. 69 to 63 

99 

XTI. — ^PosT Oeeiob ..... 

• • 

ft 

ft 

ft 

ft 

. 64 to 69 

99 

XVIL— Stoebs •••••« 

• • 

• 

ft 

« 

ft 

. 70 and 71 

99 

XVIIL— Statistics and Commebcb • • 

• # 

ft 

« 

ft 

ft 

. 72 to 76 

99 

XIX. — ^Miscellaneous « • • • 

• • 

ft 

ft 

ft 

ft 

. 76 to 79 




IITBBX. 


Section I. — General Financial Aebanoembnts anl RBstJLTs 
Leading Features . . ' . , ‘ , 

Financial arrangements of 1894-95 
,99 99 of 1896-96 

Progress in 1895-96 and arrangement for 1896-97 
Special calamities of 1896-97 and 1897-98 
Prospects of 1898-99 . . * . , 

General Results of tlie five years • . • 

Comparison between Estimates and Results 
Progress of Revenue * 

Progress of Expenditure • . . 

Section IL — Monetary Standard 

Currency Legislation of June 1893 and its immediate consequences . ''7 ' ' 

Decision not to impose an import duty on silver nor to Hold out for a minimum rate for Council 

Bills • ^ * . ' . ^ 

Proposal to melt down rupees, to impose a High duty on silver, and to fix a minimum' for Council 
Bills furtHer examined . •* . . ‘ 

Proposal to revise tHe Notifications of June 26, 1893, so as to remove certain restriction^ in regard 
to the receipt^of gold % • . . ' . . . , . , • . 

Exchange of sovereigns and- Half-sovereigns at the Reserve Treasuries . . ' • 

Proposal of the Governments of France and the TJnited States for currency reform . . ' • 

Final proposals for the establishment of a gold standard in Ty^d i a 

Section III. — Exchange Compensation . . « , . " . . . , * • 

Exchange Compensation Allowance • » 

Section IV. — ^Mint and Coinage . , . * * , . • '*7"’" 

Measures connected with coinage and silver imports necessitated by the closure of the Joints • 
Measures for the prevention of illicit importation of spurious coin from abroad • ' * • 

Enquiries about destination and use of imported silver • . ■ . . . • . . 

Absorption of silver for Native States coinage • •' • • * 

Measures to prevent depreciation of Native States currency ••••••• 

Policy of unification of coinage in India . . - « • . • . . . 

Adoption of British coin by minor States in Central India . • . . . “ . • 

Currency reform in Bhopal 

Currency reform in Kashmir • • • . . • • . * 

Proposed currency reform in Gwalior . . ' . ' . " ’ . 

Currency reform in Native States in Bombay. Government pdiey in r3gatd to minor States 
Amendment of the definition of coin in the Penal Code ' ' • ^ ^ - ^ r 

Suppression of the manufacture of coin of foreign Governments and of past Tulers of. India 
Manufacture of British dollars at the Bombay Mint . * • 

Coinage of legal tender rupees in the Mint; Bikanir copper coin, coined uiider the Native 
Coinage Act, declared: to be legal tender in British India • 

Section y.— P aper Currency 7 . " .' 

Increase from eight to ten crores of rupees of the amount of the Paper Currency Reserve which 
may be invested in Government securities - - 

Power taken for temporary issue of currency notes in India on tbe security uf gold btillion Dr 
coin presented in England to the Secretary of State and held by him in reserve against such 
notes > *■ ' • " * ’ • ^ -* ^ 

Extension of Act H of 1898. regarding the issue of currency notes in India against, gold deposited , 
in England • • \ ^ m ' •*'•** • • * • «'•.- 

Proposed amendment of the Indian Penal Code so as to provide more adeJiquafe^roteStion'tO 
currency notes against forgery and attempts at forgery, and the uttering and possession of 

forged notes/;.* It. « u I s. 

Section TI.— Financial Measures connected with Famine, Plague and other Calamities 

Famine Insurance Grant *'.• * 

Effect of famine on the genersd fi:nattoial arrangements of Goverament .. • 7 

Effect of famine on the Revenue and Expenditure and on advances ' . * * * “ 

Effect of famine on Provincial and Local accounts * . • ' • • • • ' • ' 

Modification of fibe orders on the subject of classification of famine expenditure • • ' 

Financial effect of plague ’ . * . . , • - • • * . f • ' , 

Local Emergency Loans Act - . • • , _ • • * • 

Financial effect of measures for the repair of earthquake damages . • ^ 


1 

ib. 


ib. 

ib% 

3 
ib. 
ib. 

4 
ib. 

5 


ib» 

ibm 

ib. 

7 

ib. 

ib. 

8 

i6 

ib: 




11 

ibm 

ib^ 

ib* 

ib, 

ib. 

12 

ib. 

ib*. 

IS 

ib* 

ib. 

ib.^ 

14 

ib.- 

Iff 

ib. 


ib. 

ibi’ 

ibJ 

17- 

ib. , 
ib*' 
18 
ib. 
19; 
ib, 
20 
ih. 



PAGa 

Shotioit VII.— EillTVAT I'lNAsrcB 

Sanotioned Urni't of Capital Expenditure at the beginning of 1894*95 

Budget programme of Capital Expenditure for 1894-95 *°* 

New programme of Expenditure for the three years from 1894-95 to 1896-97 • • * * 

Provision of funds for the Assam-Bengal Railway outside the settlement programme . . . » 6 . 

Supply of funds to the East Indian Railway by means of Company’s debentures . • . tb. 

Question of the method of provision of funds for other lines in the hands of Companies . . 2w 

Decision as to future policy in regard to the borrowing of rupee capital in India for Railway 
development 

Proposal for special loans for Indian investors • * * to. 

Combined programme of Railway Construction by Government and Companies ... 23 

The 29f crore programme for the three years ending 1898-99 

Modifications in the 29f crore programme . . 

Kew programme of Railway Construction for the three years from 1899-1900 to 1901-1902 . 24 

Revised terms for construction of branch lines by private enterprise . • . • . *5- 

Powers of District Boards to guarantee interest on Railway Capital defined • • * . t5. 

Proposal to empower English Companies to raise rupee capital • ^ . • . • * t&. 

Increase of railway mileage ... .25 

Sbction VIII.— PtrBMC Debt 26 

Conversion of 4 per cent loans into St per cents 

Simplification of loan accounts , . * . 

l^'ew 3 per cent loan of 1896-9? ••••*••.•••27 

Conversion and discharge of unguaranteed 3 1 loans . ...... 

Additions to the Z per cent loan by investment of Cuirenoy Reserve •••••«&. 

ETew rupee loans of 1897-98 and 1898-99 •••••••• •• 

Discharge of rupee loans .••• ••• ••-• ••28 

Sterling loans ••«••••••••« m • ib. 

General abstract of debt and results •••••••• ..4 29 

“New rules for accounting outstanding balances of discharged loans and for examination of claims 

to payment of such balances and of outstanding interest on loans • • • • • 30 

Section IX, — Pbovikciaii Pikakcb •••••••••••31 

Revision of Provincial contracts with Local Governments. Recapitulation of principles on which 
the assignments are settled •••.«••••.,• 

Standards of Civil Revenue and Expenditure in 1897 compared with those of 1892 . • * ib* 

Interruption caused by Pamine to the final settlement of some of the contracts . • . 

Summary of results of the Provincial Settlements . . • • • • • • 32 

Proposed extension of the Provincial Contract system • • • • • • . • 86 

Secretary of State’s Review of Government proposals regarding the general question of Provincial 

Contracts .•.••'....••..,,30 

Reorganization of Local Finance in the North-Western Provinces and Oudh * - • • 37 

Q«cwf-Provin(aal arrangement for the administration of Revenue and Expenditure in Baluchistan ih. 

Sbctioit X, — Loans to Local Bodies •••.♦.•...,33 
Summary of Results 

Special procedure for loans payable to Municipalities in instalments . • • . ^ ib* 

Proposal for reduction of interest on local loans considered • • . • • . ^ ib. 

Reduction by \ per cent of the interest charged to Provincial Revenues on account of local loans 

under certain conditions .,39 

Grant of loans under the Local Loans Scheme for works which are not of public and <>enGral con- 
venience and ntiHty ” r . . *5 

Limit of period for re-payment of loans under the Local Loans Scheme .... ib 

Section XI. — Customs 

... *••'-•40 

Ke-inaposition of geaeral import duties, cottoa and certain other articles being exempt from such 
dnties • . • • • , ^ ^ ^ 

Measnres for the levy of import duty on ootton on an equitable basis. Cotton yarn* and goods * ' 
made dutiable at the general rate of import duty (5 per cent) and Excise duty levied at the 
same rate on all ootton yarns above count 20 produced in British Tn/Ho... MiUg ^ 

Import duty on dyed ootton twist and yam of low counts, temporarily reduced to Llf Per oera \h 
Further changes in oottdn duties •••*.... -i* 

Prohibitory orders regarding certain ports issued under the Sea Customs and Cotton Duties* Acts * 41 

Revised instructions for the guidance of Customs Officers in the administration of the Indian 
Merchandise Marks Act, 1889 

Revised Customs arrangement for goods transmitted in bond through British *India to Kashmir * 
and. Jamiiih. • • • • . 

4 42 

Section XII, — Opium . . , 

Rei^ of the ^yal opium ConauMrfon. General conclusions arrived at by the Commission and 
Views of the Government of India thereon . . . • 

ReoommendationB made by the Commission and action taken thereon 1 * ’ ’ * *h 

» * • , 44 



IKBBX. 


Introdnctioii of an assamiwar system of dealing with poppy cnitivators in the Behar Opinm 
Agen<^, and the question of fully developing that system in the Benares Agency . 

Better payment of the kothi and ofSce establishments attached to the Benares and Behai* Agencies 

Amendment of the Provincial Opinm Bnles so as to prohibit the sale of smoking preparations of 
opinm and to restrict their possession and manufacture by individuals for their private use, 
and to give effect to certain other administrative reforms . • * . • . , 

Proposed suppression of opium-smoking saloons 

Decline in the cultivation and outturn of Bengal opinm. Measures for maintaining cultivation 
and sales at the required standard 

Eevival of the system of purchasing Malwa opinm for Excise purposes . - * . . 

Enhancement of the price paid to poppy cultivators in Bengal for crude opium . . . . 

Enhancement from B7-4 to R8-8 per seer of the cost price of Bengal opinm charged to the Excise 
Department of the Provinces in which such opinm is consumed. Consequent increase of the 
Treasury selling-prices of such opium in Bengal and Burma, and of the taxation on Chinese 
and Shan opinm consumed in the latter Province . . * . 

Begnlation of poppy cultivation in Bengal with reference to a revised standard of production 

Special opium arrangements in Burma 

Import and sale of Afghan opinm in India . . • • » • . 

Variations in the rates of duty on Malwa opium exported by sea from Bombay 

Control and taxation of opinm in the Punjab 

Abolition of the minimum guaranteed vend system in the Baroda State 

Employment of a special detective agency for the prevention of opium smuggling into Britisl 
territory from the Native States of Central India and Rajpntana • • • • 

Bevision of the scale of salaries of officers of the.Opinm Department .... 

Modification of the system of recruitment of the Opinm Department .... 

Disposal of confiscated opium ........... 


Section' XIII — Salt 

Concession to fish-enrers in the Madras Presidency 

Proposed compulsory sale of salt by weight instead of by measure in Madras, negatived • * 

Measures for preventing the smuggling of Portuguese salt into the Bombay Presidency « . 

Working of the excise system of Salt Manufacture in the Madras Presidency . . , 

Measures to improve the Salt Bevenue in Lower Burma. Provincialization of Burma Salt 
BiOceipts I 

Bepeal of the Inland Bonded Warehouses Act, XXI of 1887, by Act XII of 1896. Concessions 
in regard to duty on Salt for inland consumption •• 

Enhancement of the duty on Eohat Salt. Abolition of the Indus Preventive line and connected 
changes .......... 

Proposals for the establishment of a fish-enring industry in Bengal considered # . . 

Bepeal of the Bengal Salt Acts hitherto in force in Assam ....... i 

Be-transfer of the Administration of the Salt Department in Orissa to the Government of 
Bengal. Presh salt legislation for Bengal and creation of an efficient preventive force to cope 
with illicit production of Salt in its saliferous tracts ....... 66, i 

Illicit manufacture of salt in the Baroda Estate . . . . . . • • . i 

Proposed establishment of Government Salt Works for the Manufacture of Salt at Aden consi- 
dered inexpedient 


Section XIV. — Stamps and Coitet-pbes . 

Consolidation of Stamps Notifications •«.•••« 
Proposed revision of rates of discount on sale of stamps .... 
Extension of Stamp Act to Upper Burma. Amendment of the Indian Stamp Act 
Evasion of duty on probates, etc. 


Section XV. — Excise 

Report of the Indian Hemp Drugs Commission and orders of the Government of India thereon • 
Amendment of Excise laws to give effect to approved recommendations of the Commis- 
sion ...• ..•.•••«.. •• 

Enunciation of the general lines of future policy to be adopted with respect to hemp drugs • 

Beforms effected or undertaken in the Provincial systems of Kxeise in regard to hemp drugs . 

Other general reforms. Concessions in regard to methylated spirit, . . , . • 

Taxation of rum issued by the Commissariat to troops on payment . • • • • 

Taxation of beer supplied to trooi>s ..«*••••••• 

Prohibition of levy of octroi duty on ingredients us *d in the distillation of country spirits 
Enhancement of the duty on country rum and other similar spirits in some Provinces 
Provincial reforms. Madras Presidency : Appointment of a special officer to supervise the work*- 
ing of distilleries in the Presidency. Extension of the tree-tax system of toddy revenue to ad- 
ditional areas . . • . . .. . . . . • • 

Pengal : Amendment of the Bengal Excise Act, 1878. Introduction of the tree-tax system of 
toddy revenue in the Province ..... . . • • • 

North-Western Provinces and Oiidh : Proposed measures for the development ol the Provmcial 
Excise revenue . . < • • • • • • • • 

Punjab : Beyis'on of the jutes of still-head duty on ccuntij spirits in the Ppyince . • * 



IV 


INDEX. 




Enactiaent of the 


65 
ih. 
ih, 

66 


bonded warehonse system in tracts in whicK it 

warehouse system in selected areas • « • , • ^ j.i. * i 

Berar: Extension of the guaranteed minimum system to additional areas 

Berar Excise Eaw, 1897 ,•,* • * 

SurTTow XYI.— Post Oei'icx • • • • * * * , * 

lM+r,A^ nf tlie Government of India towards the Postal Conventions between Great Britain and 

P»gr.»la 

Pr5.osed direct mail service between KaraoM and Aden. Concessions in regard to unregistered 

narcels • • • • . • • 

Exchange of money orders between India and Foreign countries 

Exchange of parcels between India and Foreign countries .. ^ . 

Postage for letters of soldiers and seamen in Her Maj^ty s sermce ^ ;i rk • + i r 

Complaint against the rates of passage money charged by the Peninsular and Oriental Company 

for the voyage between Europe and India .. . . • • • • . - 

Proposed cshange of route for the carriage of Burma mails, etc.. ... 

Improved mail service between Bombay and Northern India . . . ' • 

New contract with the Peninsular and Oriental Company for the conveyance of Indian mails 

Postal ITnion Congress at Washington in 1897 • ■ • 

New Post Office Act • • • • • • * - • 

Alteration iu rates for newspapers 

[Reduction of letter postage rates 
Section XYII. — Stoeeb 

Purchase in Indi a of manufactured articles of iron and steel. Supply of stores for Port Trusts 
and similar local bodies through the agency of the Stores Department, India Offtco 
Comparison of English and Indian papers as regards quality and price .... 
Section XYIII. — Statistics and Commbboe 

Merchant Shipping Bill .•••• ♦ •• 

Rules under the Beck and Boad Bines Act, 1891 • • • • 

Measures for the protection of Indian seamen from liability to serve in inclement climates, etc. 
Passing of an Act to secure the protection of officers and crews of vessels visiting Indian ports 
from the heat of the sun 

Restriction of Sunday labonr in the shipping in the ports of Burma 
Bill for the registration of boats in Bower Burma * • • 

Bighting of the Red Sea •••••••' 

Measures for the protection of inland steam vessels from collisions i 
Treaties of Commerce with certain foreign countries • • « 

Enactment in the Japanese Biet of a law for the grant of counties to Japanese exporters of raw 
sUk from Japan to foreign countries -••• - • • •' • * .*• 

Proposed addition of a special officer to the staffi of BEer Majesty’s Minister in China to study 
questions affecting trade with China * • . • . • 

Section XIX. — ^Miscbeiianeotts . 

Beave and Pension Rules of the Special Bepartments ••«•••• 
Establishment of Provident Funds • • . - • * • • . 

' Postal Insurance and Monthly Allowance Scheme ..•••«« 
Transfer of Presidency Savings Bank to the Post Office . . • / . 

Renewal of agreements with the Presidency Banks for the conduct of Government business 
Reduction of interest on the balances of funds held in deposit by Government . • 

Revised rules for the guidance of depositors in the Post Office Savings Bank • . • 

Extension of the Income Tax Act to Upper Burma and the Shan States . • • 

Civil Accounts Bepartment 


Pagb 


63 


64 


ih. 

ih. 

67 
ih. 
ih. 
ih. 

68 
ih. 
70 


ih. 

ih. 

72 

ih. 

ih. 

ih. 


ih. 

73 
ih. 
ih. 

74 

ih. 


ih* 

75 

76 

ih. 

77 

ih. 

78 
ih. 
ih. 

79 
ih. 
ih. 



m 


SUMMAEY OF THE PEmCIPAL MEASPEES 

OF THE 

VICBROYALTT OF LORD ELGIN. 


SECTION I. 

Gbneeal PiNAifciAi Arrangements and Results. 

T TTF, period of Lord Elgia’a adinmistration lias been one of exceptional Leading Features. 

activity and anxiety in financial matters. The Currency Legislation of 
June 1893 gave rise to new and unexpected developments, and, apart from the 
measures required to carry this policy to a successful issue, new taxation had 
to be imposed to meet the heavy loss caused by fall in exchange, and special 
financial operations were required more than once to prevent a monetary crisis. 

The complete exhaustion of the Opium Reserve, owing to inadequate crops, and 
the heavy fall in dollar exchange, seriously endangered the Opium Revenue, and 
considerable loss of revenue and increase of expenditure had to be faced both 
to prevent a loss of hold on the China market and to build up a reserve against 
future failures of the opium crop. On the other hand, the favomrable state of 
the money market in 1894-95 and 1895-96, and an accumulation of balances 
in the Indian Treasuries, enabled the conversion of the 4 per cent loans in India 
to be undertaken, and the interest on more than 93 orores of debt was reduced 
from 4 to 3i per cent, while a corresponding reduction was made in all 
iaterest-bearing obhgations of Government which are kept as banking accounts 
in Government Treasuries. Then followed the widespread famine of 1896 and 
1897, which brought about a loss of more than 18 crores of rupees in remission 
or postpoi^®^®^^ of revenue and in actual issues of funds from the Treasury. 

Pliue appeared for the first time in 1896-97 in some districts of the Bombay 
Presidency, and gradually spread to other parts of India, and measures for 
combating this scourge led to a further drain on the Exchequer. The Chitral 
Expedition of 1896-96 cost Rx. 1,680,000, and the disturbances on the North- 
witem Frontier in 1897-98, which culminated in the Tirah Expedition, more 
than Rx. 6,000,000. In the beginning of 1897-98 Bengal and Assam were 
visited by earthquake, which caused much damage to the buildings and railway 
works in the districts affected. The revision of the quinquennial Provincial 
settlements at a time when the resources of the Provincial Governments were 
nearly exhausted on account of famine brought to ahead long-standmg questions 
reaarin*^ the financial relations between the Imperial and Provincial Gov- 
ernments which are now under consideration. Lastly, in the midst of all the 
difficulties caused by the unforeseen calamities above referred to, an unusually 
large programme of RaUway Capital Expenditure, which had been undertaken 
in the more prosperous years preceding, had to be earned out. 

The financial problems of each year are dealt with in the suceeeding para- 
graphs. 
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Financial 
arrangements 
of 1S94-95. 


Financial 
arrangements of 
1896 - 96 . 


Progress in 
1896-96 and 
arre^emmifor 


2. The Budget Estimates for the year 1893-94, the last year 'of Lord 
Lausdowne’s administratiou, showed a deficit of BiX. 1,595,100. After those 
estimates were passed the Mints were closed to the unrestricted coinage of 
silver, with effect from June 26, 1893, and the grant of Exchange Compensa- 
tion Allowance was sanctioned with retrospective effect from 1st April 1893. 
Announcements were made by the Secretary of State on the 18th and 20th 
January 1894 — first, that there was no intention to impose an import duty on 
silver in aid of the Currency Policy, and, second, that the attempt to maintain 
a forced value for the Secretaiy of State’s Bills was abandoned. Heavy decline 
in exchange followed these statements, and the gold value of the rupee, which was 
quoted at Is. 3c?. on 18th J anuary 1894, went down steadily till it reached Is. l||-c?. 
on the 26th Eebruary. When Lord Elgin took ofS.ce on January 27, 1894, 
the Government found itself face to face with a deficit in the Bievemue Account 
of no less than 3^ crores. To meet this deficit the re-imposition of the general 
5 per cent import duties, excluding that on cotton, was sanctioned from 
March 10, 1894 ; the petroleum duty was doubled from the same date ; and 
the temporary suspension of the Eamine Insurance grant was announced. 
These measures were estimated to produce an increase in the net revenues of 
about 2^ crores. Eurther, a special contribution of Rx. 405,000 was obtained 
from Provincial Revenues, and measures of stringent economy in expenditure 
were adopted, causing a reduction in Imperial Civil and Military Works 
expenditure of over Ex. 300,000. Thanks to these measures, the Budget 
Estimates of 1894-95 showed a deficit of only Ex. 301,900, with exchange 
at 14d?. 


3. During the course of the year 1894-95 exchange underwent a further 
decline, reaching its lowest level (12||c?.) on 22nd January 1895, and in prepar- 
ing the Budget Estimates of the year 1895-96 it was not possible to take a higher 
rate of exchange than 13’09d. the rupee. Compared with the 14(i. rate 
adopted in 1894-95 this involved an additional burden of about 2^ crores. It 
was also necessary to provide for an increase in the price paid for crude opium 
in Bengal from E5 to E6 per seer, at a cost in normal years of about Ex. 400,000 
a year. The Ex. 7 OOiOOO obtainedin 1894-95 by economies in expenditure a-nri ■by- 
contribution from Pro^cialEevenues were no longer available, and the deficit 
of Ex. 301,900 in' the Estimates of 1894-95 had to be made good. The Govern- 
ment therefore again found itself face to face with a deficit of close upon 4 crores, 
even after allowing for about 2^ crores of net revenue provided by the imposi- 
tion of the general import duties above referred to and the suspension of the 
Eamine Insurance grant. 'To meet the growing -expenditure for Exchange the 
Customs Tariff had already been extended, with effect from December 27, 1894, 
to cotton yams and piece-goods, and a countervailing excise duty on certain 
classes of these goods manuffactured in India was ’imposed at the same .time, 
ffliese new fiscal measures were expected to bring in about 1-J crores a year' 
'while lie general import duties proved more productive by about half a crore 
'than was originMly anticipated. Of the remaining '2 crores of -deficit, half a 
made good by the saving in'interest charges owing to the conversion 
the'balanoe was met, so' far as the financial arrangements or 

'T concerned, by improvements in 'the Railway, Stamps, Excise and 

-Land^Ttevenue receipts. r > «»uu 

TROK Knamsial Statemait.df 

■K96-Mw™i6 thm3«>aflea byK»Rlta. More the end ofthe veM.achanM 

showed- n decided upward tendency, and the Govemment were in a i 
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set aside tlieir determination of March. 1894 suspending the Pamine Insurance 
grant, and to refund to ProTineial GoTernments the special contribution of 
Px. 405,000 taken in 1894-95. The Pamine Insurance grant was restored 
to one crore, and the Perised Estimates of 1895-96 still showed a substantial 
surplus of Px. 951,400, even after meeting an unexpected expenditure of about 
Px. 1,620,000 on account of the Chitral Expedition. This farourable^position 
enabled the Government to lighten taxation to the extent of about Px. 600,000 
by reducing the Cotton Duties from 5 to percent and making other re-adjust- 
ments in connection therewith. 

The Budget Estimates of 1896-97 were prepared on the basis of an exchange 
of 13f £?. the rupee, and showed a surplus of Px. 463,100. They provided for the 
Eamine grant being continued at one crore and also for special expenditure of 
about half a crore on measures of preparation for mobilisation. Thus in the first 
two years of the administration not only had an equilibrium between Pevenue 
and Expenditure been secured and the usual financial progress resumed, but the 
finances had attained a position in which further reduction of taxation might 
reasonably be contemplated. 

6. This satisfactory state of things was, however, interrupted by unforeseen Specmi eaiamities 
calamities in the two following years in the shape of famine, plague, earthquake 

war. As already stated, the drain on account of famine amounted to over 
18 crores on account of (o) loss or suspension of Pevenue, (5) actual expendi- 
ture on the relief of distress, and (e) agricultural loans. The North-West 
frontier war cost about 4 crores in the two years, and plague and earthquake 
between them about a crore. The deficit in the two years 1896-97 and 1897-98 
amounted to about 7 crores ■; but large though this figure may appear, it was 
considerably less than one-third of the burden thrown on the Pevenues of the 
year by the special calamities above mentioned. 

6. The year 1898-99 opened with hopeful prospects. Peace had been Frosj>eeit cf 
restored on the frontier, the harvests of 1897 had been. bountiful, and there was 

every prospect of the suspensions of Land Pevenue necessitated by famine bmng 
satisfactorily realised. Exchange, which stood at about 13 |d. at the commence- 
ment of 1894, has touched the gold point of 16d., and m the Government of 

Despatch of March 3^ 1898, No. 70, the Secretary of State has been urged to 
adopt measures for effecting the establishment of a stable exchange at 16cf. on 
the basis of a gold standard'. The measures proposed for this end are now under 
the consideration of a Special Committee in London. Meanwhile the Budget 
Estimates of 1898-99 were prepared on the basis of 15|c?. the rupee, the Eamine 
Insurance grant was restored to the full amount of 1^ crores, and the Estimates 
were framed to close with a surplus of Pevenue ov^ Expenditure of Px. 891,400 
after providing for Px. 1,488,500 on account of War Expenditure. 

7. In the first three years of Lord Elgin’s administration, from 1894-96 to General SesvZu 
1896-97, there was an aggregate surplus of Px. 622,086. The year 1897-98 

is expected to close with a large deficit of Px. 6,262,000 ovnng to the special 
and unforeseen burdens of famine, war and other temporary calamities. As 
already stated, the Budget Estimate of 1898-99 closes with a surplus of 
Ex. 891,400. Since the issue of the Einancial Statement very considerable 
improvement has taken place in the Pailway receipts, and the progress of 
pevenue collections has been generally satisfactory, except that there was a 
heavy loss in the Opium Pevenue in the earlier part of the year, which however 
is being gradually recouped. The Six Months’ Estimate framed at the 
beginning of December ^898 showed a surplus of Px, 3,932,200. 



Comparison 
between Mstimates 
and Results* 


Progress of 
Revenue* 


8 The follomng table gives a comparison between the figurM of the 
Budget Estimates the actuals for each of to ive yearn It was not 
nossible that the Budget Estimates of 1896-97 should anticipate to heavy loss 
of revenue and iucroase of expenditure caused by famm m that year, 
1897-98 there was no provision made for the cost of the war on the North- 
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Eevenue. 

Expenditure. 

Surplus. 

Deficit. 


Bx. 

Ex. 

Ex. 

Ex. 

f Budget • • • • • 

92.024,900 

92,326,800 

... 

301,9i30 

189-1-95 ] 

(.Actuals • • • • • 

96,187,429 

94,494,319 

693,110 

... 

r Budget 

96,924,300 

96,878,100 

46,200 

... 

l?95-96 *< 

Actuals . • • • ‘I 

98,370.167 

96,836,169 

1,633,998 

... 

(* Budget . . • • • 

97,620,700 

97,167,600 

463,100 

... 

1836-97 ] 

Actuals • • • • • 

94,129,741 

96,834,763 

... 

1,705,022 

C Budget 

96,676,800 

98,140,800 

• •• 

2,464,000 

1897-98 \ . , . X 1 

(^Approximate Actuals • • 

96,487,000 

101,749,000 

... 

6,262,000 

Budget . . • • • 

99,085,400 

98,194,000 

891,400 

••• 

1898-99 \ „ . 

(^Six Months* Estimate . 

100,734,700 

96,802,600 

3,932,200 

••• 


9. The standards of the important heads of Eieyenue at the beginning and 
end of Lord Elgin’s administration are compared in the following table : — 


'K 

Actuals, 1893-94. 

Budget Estimate, 
1898-99. 


Kx. 

Rx, 

Land Revenue (including Land Revenue due to Irri- 
gation) 

26,336,535 

28,540,200* 

Opium (net) 

4,750,964 

2,673,600 

Salt 

8,228,876 

8,728,000 

Stamps 

4,509,351 

4,855,900 

Excise 

5,388,573 

5,717,300 

Customs 

1,682,373 

4,590,500 

Assessed Taxes 

1,739,171 

1,892,900 

Railways (net receipts) ..... 

11,427,690 

11,859,400 


* Ipclttdes about Kx. 700,000 on account of arrears of past years. 


10. The increase in the Land Eerenue demands has been very satisfac- 
tory, owing partly to revision of settlements and partly to increase of cultivation. 
Opium is the only important head under which the Eevenue has dechned : 
this is due to a variety of causes— firstly, a succession of poor opium crops in 
Bengal, and the depletion of the opium resOTve necessitated a reduction in the 
q^uantities of provision opium sold by Government ; secondly, a fall in the dollar 
exchange reduced the rupee prices of opium and necessitated a reduction in the 
Malwa opium duty ; thirdly, the competition of the China drug appears to have 
adversely affectefi the Indian trade. The expenditure ia India at the same time 
was considerably increased to maintain the former standard of cultivation. 

The Customs Eevenue has been enhanced by the alterations in the tariff 
already mentioned. 



11. Outside the special demands of war, famine, etc., tuere has been con- 
siderable increase on the Expenditure side, but this mainly represents produc- 
tive outlay required to earn revenue in the Railway, Irrigation, Telegraph, 
Post 0£B.ce, and Opium Departments. There has necessarily been a moderate 
increase on account of the usual progress of the administrative departments. 
On the other hand, there has been a most welcome decrease under “ Exchange.” 
GDie rate of exchange was taken in the Budget Estimates of 1894-95 at 14/i. 
the rupee, while in the Estimates of the current year it is taken at ISfcZ., and 
this improvement accounts for a decrease in Imperial Expenditure of about 
Ex. 2,400,000. A further improvement has already occurred, and the average 
rate of the Secretary of State’s drawings up to 16th December has been 16'935cZ. 


Progress of 
Mxpenditure. 
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SECTION II. 


Monetaht Standabd^ 


OuTvency LegislO/- 
tion of Jtme 1893 
and its immediate 
consequences. 

( N otifioations 
Nos. 2662, 2663 
and 2664, dated 
26tli June 1893,) 


12. In Jnne 1893 tte Indian mints were closed to tte free coinage of silver 
in view to the ultimate adoption of the gold standard. Executive orders (Notifica-- 
tions Nos. 2662, 2663 and 2664, dated 26th Jhne 1893) were at the same time 
issued providing (1) for the receipt of gold coin and gold bullion at the mints 
in exchange for Government rupees at the rate of 7 •53344 grains troy of fine 
gold for one rupee, being one-fifteenth of the weight contained in a sovereign ; 
(2) for the receipt of sovereigns and half-sovereigns of current weight at treasuries 
in payment of Government dues at &e rate of fifteen rupees for a sovereign and 
seven and a half rupees for a half-sovereign ; and (3) for the issue, on the 
requisition of the Comptroller General, of currency notes in Calcutta and Bombay 
in exchange for gold coin or gold bullion at the rate of one rupee for Is. 

Immediately after the closure of the mints the rate of exchange rose to 
Is. 4i., but it fell again as quickly, and was quoted for some time at about Is. Zd. 
the rupee. Before the mints were closed the price of silver in London was 
88d. per ounce. After the market had recovered from the immediate shock 
caused by the cessation of free coinage in India, the price of silver settled at 
about- Z4id. per ounce. The Sherman Act was repealed by the TJnited States on 
the 1st November 1893, and the price of silver went down to S2d. in November 
1893, and subsequently it reached a level of 27d. Silver continued to flow into 
the country in large quantities in spite of closed mints, and the Secretary of 
State, who had fixed a mi n imum price of 15}d. for Council Bills to assist the mint 


Decision $ot to 
impose an import 
duty on silmr nor 
to hold out for a 
minimum rate for 
Clotmcil JBills* 


closure policy, was able to sell only an insignificant amount of bills from July 
to December 1893. The result was that large treasury balances accumulated in 
this country, which were subsequently utilised to assist the conversion of debt 
and in lieu of borrowing for railway capital expenditure, while the sterling debt 
in England was increased to meet the home charges. 

13. The question of imposing a heavy import duty on silver in aid of the 
currency policy was considered shortly after the closure of the mints, but the 
imposition of such a duty for the purpose of raising exchange was considered 
inadvisable. TJie practical difficulties were considered serious, and the measure 
was believed to be of doubtful efficacy. An announcement was therefore 
made on the 18th January 1894, that Government did not contemplate the 
imposition of any duty on the importation of silver into India for the purpose 
of assisting the policy adopted in regard to currency, though it was not of course 
precluded frqm doing so for revenue purposes. Silver is at present like other 
articles subject to an ad valorem tariff charge of 5 per cent on import. 


This announcement was followed by another, made on the 20th January 
1894 at the request of the Secretary of State, to the effect that His Lordship 
would no longer hold put for a m i nim um of 16^o?. for Cpuncil Bills. These 
two announcements coMiderably depressed exch^ge, which went down to 13f 


by the end of Eebruary 1894. 

fro$oi<as to mat ^ December 189^ tlie Government of Ipdia proposed, in order to 

ittvm Mtiwei, to check speculative imports of silver, to melt down rupees and to sell the bulhon 
^ market; but this proposal was negatived by the Secretary of State. 

In Eebruary 1894 the Calcutta and Bombay branches of the Indian 

®o'*^®r“®^ent to the adverse effect of 
the large impo:^ of silver on the Secretary of State’s .ability to sell India Council 
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Bills, and urged on GoTemment the speedy adoption of measures to expedite 
the contraction of currency, either by the melting down of rupees or the 
imposition of a graduated scale of duty on silver, or by prohibiting the impoi't 
of silver into India altogether. The letters were forwarded to the Secretary of 
State with Despatch No. 40, dated 28th February 1894, but in his Despatch 
No. 83 (Financial), dated 3rd May 1894, the Secretary of State adhered to his 
previous decisions on the subject. He held that such special measures for 
supporting the price of the rupee were inadvisable, and that it was not within 
the province of Government, if such a step could possibly be avoided, to 
diminish the currency already existing. 

15. Exchange had steadily moxmted during 1896, and during the last three Proposal to revise 
months of that year it stood above Is. Zd. This rise drew the attention of 
Government to the possibility of gold being imported into Indm in consider- BO m to remove 
able quantities. In Despatch No. 49 (Financial), dated the 17th Pebm- 

ary 1S975 the ^Goyemment of India proposed to modify the Notifications ot tie reeei^t of 
■June 26, 1893, so as to definitely aim at the ' establishment of a rate of 16c?. 
the rupee, putting out of view altogether any possibilities connected with a 
higher rate. The Notifications of June 26, 1893, had imposed two restrictions, 

'Under one of which gold coins were permitted to be received at the treasuries 
only in payment of sums due to Government, while under the other ‘gold 
coin or bullion could be received at the mint only “until further orders.” It 
was thought that by removing these' limitations inducement would be given to 
import gold in one ^ape or other. The Secretary of State, however, thought 
it undesirable under the then existing circumstances to make any alterations 
in the Notifications of 1893 unless some real necessity arose, and conveyed this 
decision in his Despatch No. 96 (Financial), dated the 13th May 1897. 

16. Towards the end of August 1897 exchange began to approach the 'm\/&JExo}Mnge of 
of 16c?., and the Government of India obtained by telegram the sanction of the 
"Secretary of State to tne issue of a Notification undertaking to exchange soyereigns m Reserve 
and half-sovereigns of current weight at the rate of E16 and B7J respectively, rreasvries. 
on condition that no Notification-would be issued tmtil an ^actual offer was 

made. On the 9th September 1897 the Credit Lyonnais tendered 3,600 
■sovereigns, and a Notification was issued on the 11th September ■‘announcing that 
sovereigns and half-sovereigns -of current weight would be received at the Deserve 
’ Treasuries at Calcutta, Madras, and Bombay at the- rate of B16 and B7^ respect- 
ively. The receipt of Sovereigns and half-sovereigns atthe Eangoon treasury at 
the above rates -was also authorised. The -above -notification practically did 
away with the r^tricticm that sovereigns -would be received only in payment 
of Government- dues. 

17. In August 1897 -the Secretary of State forwarded (Despatch No. ‘1^9 
pTnancial), dated-'6th August 1897), for the consideration -of the Government 

of India, certain proposals for eurrency reform made by the Governments of United states 
France- and the United -States. These Governments desired to open their mints 
to‘ the free coinage of silver, -as- well- as of gold, silver being made legal -tender 
to an unlimited amount at a ratio of 16| of silver to 1 of gold, provided 
that they were satisfied that they -would receive such assistance -from other 
Bowers in -increating -the demand for silver -as would, in their opinion, justify 
them in such a policy. -They proposed to summon an international conference 
to deal with the matter, if they -were led to believe, by preliminary -enquiry, 
which they were making, that such -a conference would arrive at any satis- 
factory result. They asked-whether, if their m ints were opened as stated, the 
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GoTemment of India would also re-open the Indian mints to the free coinage of 
silver, and repeal the notifications allowing the receipt of sovereigns at 1«. M. 
the rupee. The Government of India, in Despatch to the Secretary of State, 
No. 261, dated 16th September 1897, discussed the subject in all its hearings, 
and requested the Secretary of State to decline to give the undertaking desired 
by Prance and the United States for the following reasons : (1) The great 

and sudden rise in the value of the rupee which such a measure would bring 
about would seriously affect the Indian export trade and would injure the agri- 
cultural population of the country, at the same time prejudicing the Government 
receipts from Land Kevenue and Railways. (2) The proposed union would not, it 
was thought, he strong enough to beep up the value of silver to the standard 
proposed, and under the monetary conditions of the countries concerned the 
consequences of a failure would fall mainly on India. In that case the rupee 
might come down with a rush to M. or even lower, and the mints having once 
been re-opened, it would be very difficult to close them again. (3) The true 
interests of India demand that stability of exchange between gold and silver 
should be at a rate not greatly differing from IQd. the rupee. That rate was, 
after a period of great difficulty and anxiety, nearly in sight, and the Government 
of India were not prepared to throw away the advantages thus painfully gained 
and‘*enter upon another period of struggle and change. (4) The best policy for 
India was to link its monetary system with that of Great Britain and to refrain 
from entering into monetary arrangements with other nations which the mother- 
country refused to join. Her Majesty’s Government accepted the views of the 
Government of India (Despatch No. 218 (Pinancial), dated 23rd December 1897). 
mnai propotais 18. On this correspondence being published, .the Bengal Chamber of Com- 

forthe ■ merce, in December 1897, addressed the Government of India, statins that it 

estahlisameni of a t . • .i . i ° 

gold standard in cotdd not share the opmion that the existing monetary policy was within 
India. measurable distance of producing fixity of exchange, and enquiring whether 

the Government was about to take further early measures for the establishment 
of a gold standard. A recommendation for further active steps in this direction 
was shortly after received from the Madras Chamber. 

The rate of exchange having remained for some time above 1«. 3d. and hav- 
ing gradually approached la. M. before March 1898, the Government of India 
considered that the time had come when the policy of 1893 should be fully 
developed and the period of transition terminated. One of the principles upon 
which the legislation of 1893 was based, was that a contraction in the volume of 
the silver currency with reference to the demands of trade has the direct effect 
of raising its exchangeable value in relation to gold. The experience gained 
since the closure of the mints in June 1893 warranted the conclusion that if the 
circulation of rupees in India could be restored to the condition in which it 
was a few years before 1893, the value of the rupee could be raised to at least 
16d. The scheme of 1893, as actually carried out, anticipated that by abstention 
from coinage for a certain period the necessary condition in the circulation would 
be reached ; but owing to the operation of speculative and other adverse influ- 
ences the progress towards the 16^. rate had been unduly prolonged. 

The Government of India also considered it extremely unlikely that gold 
would be presented in such quantity as to lead automatically to an accumulation 
of gold sufficient for a reserve. It was therefore considered desirable to termi- 
nate the period of transition without further delay. 

Accordingly in Despatch No. 70, dated the 3rd March 1898, the Govem- 
.jnent of India laid before the • Secretary of State certain proposals for the 
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establishmeiit of an effective gold standard in India. The measux'es therein 
recommended are: — 

(1) the melting dorm of mpees and the sale of the huhion in the 

market to the extent necessary to remove the redundancy in the 
rupee circulation in relation to a 16^?. rate ; and 

(2) the establishment of a gold reserve by borrorring in England. 

It vas suggested that the Secretary of State should take power from 
Parliament to borrow up to a maximum of £20,000,000 for currency purposes 
only. The actual borrowing should be by instalments, the first instalment, 
which it was hoped might suffice to effect the object in view, being £5,000,000, 
which should be sent out to India in gold. 

The first use to which the gold is proposed to be put would be to supply 
the deficiency in the Government balances caused by the sale of melted ruj)ees, 
the result of the operation being the contraction of the rupee circulation to some 
extent and the partial substitution of gold for rupee balances in the Govern- 
ment treasuries. It was expected that by the above operation, repeated at 
intervals if necessary, exchange could be maintained at 1 Cc?., and when this 
stage was reached gold would automatically flow into the country and the 
sovereign would be the recognised standard coin of the Empire, at least in its 
chief cities, though the bulk of the currency would continue to be silver. 

As questions of currency reform have always been the subject of much 
difference of opinion, and as the proposals of the Government of India involved 
grave issues, the Secretary of State decided (Despatch No. 67 (Einancial), 
dated 7th April 1898) that a final decision upon the proposals should be 
arrived at after a patient and thorough investigation by the highest available 
authorities. The proposals have accordingly been referred to a Special Com- 
mittee in Dondon, presided over by the Eight Honourable Sir Henry Eowler, 
and are now under the Committee’s consideration. The Committee have been 
requested to consider and report upon the proposals and upon any other matter 
which they may regard as relevant thereto, including the monetary system now 
in force in India and the probable effect of any proposed changes upon the 
internal trade and taxation of the country, and to submit any modification of 
the proposals of the India Government, or any suggestion of their own which 
the Committee might think advisable for the establishment of a satisfactory 
system of currency in India, and for securing, as far as practicable, a stable 
exchange between India and the United Kingdom. 
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SECTION ni. 

Exchange Compensation. 

19. During the last year of Lord Lansdowne’s administration " exchange 
compensation allowance ” was sanctioned for European and Eurasian officers not 
domiciled in India. This allowance was intended to compensate the European 
and Eurasian officers of Government who were not permanently domiciled in 
India for the loss caused to them by the fall in exchange, and took the shape 
of an allowance sufficient to admit of the recipient remitting to Europe half his 
salary (subject to a maximum of £1,000 a year) at the rate of Is. Qd. per rupee, 
i.e., he received the difference between the cost of remittance to this extent at the 
prevailing rate of exchange and the cost at a Is. Qd. rate. It was found, soon 
after the rules were published, that a mere legal domicile test was open to serious 
objections, and in October 1894 revision of the rules was proposed to the Secretary 
of State in Einancial Despatch No. 286, dated 24th October 1894. Protracted 
correspondence, ending with the Secretary of State’s Despatch No. 44 (Einan- 
cial), dated the 26th Pebruary 1897, ensued. "With that despatch the Secretary 
of State sent out a set of rules limiting the allowance to (1) Europeans 
appointed in England, and (2) officers who are not qualified for appointments 
ordinarily reserved for natives of India under 33 Viet., Cap. 3, Section 6, and 
who have been or may be appointed as Europeans in India to offices in which 
European qualifications are held to be indispensable, or to services and depart- 
ments in which a proportion of Europeans is held by the Government of India 
to be indispensable, and for the purpose of maintaining that proportion. The 
revised rules were promulgated with the Financial Eesolution of the Govern- 
ment of India, No. 2422-Ex., dated the 31st May 1897, in which Local Govern- 
ments and Administrations and Heads of Departments were asked to make 
their recommendations as to appointments in which European qualifications 
are required, and services in which a proportion of Europeans is indispensable. 
On receipt of proposals submitted in accordance with this request from almost 
aU quarters the Government of India issued the further orders contained in 
Financial' Eesolution No. 4847-Ex., dated 6th November 1898, as to what are 
the appointments by virtue of holding which an officer appointed in India, not 
being a statutory native, becomes entitled to exchange compensation allowance. 
This Eesolution covers the whole ground in question with the exception of a few 
doubtful points which are to be referred to the Secretary of State. 

20. In the course of the correspondence regarding the revision of the rules, 
the question was raised whether the grant of the allowance to officers whose 
salaries are fixed by Statute or Statutory Eules was legal, and this was after f ull 
consideration decided in the negative. The payment of the allowance was 
accordingly stopped in the case of aU such officers, except the Chief Justices and 
Judges of High Courts, in whose case the technical impediment was removed 
by alteration of the Statutory Eules fixing their salaries. The Secretary of 
State recognised, however, that in equity the case of officers whose salary is fixed 
by Statute was in no way distinguishable from that of the rest of the European 
services, and in Despatch No. 69 (Financial), dated 7th April 1898, he sanctioned 
the restoration of the salaries of the Members of the CouncEs of the Governor 
General and the Governors of Madras and Bombay, which had been reduced in 
1880, to their former Statutory limits of E80,000 and H 64,000 a year, respect- 
ively. 
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SECTION IV. 

Mikt and Coinage. 

21. The mints remained closed to the free coinage of silver during the whole Measures 
of Lord Elgin’s administration, and the only coinages undertaken on behalf of 

/-N , /» -I coinage and silver 

broYernment were of small silver and copper. imports 

Even after the closure of the mints large quantities of silver contmued to n-ecessUatei ly the 
be poured into the country, and it was considered desirable to ascertain as far as ^*^7 
possible the destination of the silver, and the uses to which it was put. The 
appreciation of the rupee above its metallic value seemed likely to lead to 
attempts at illicit coinage on a large scale, and to guard against this steps were 
taken to have cases of coining promptly brought to notice and carefully 
investigated. 

The eases reported were very few, and no special increase appears to 
have hitherto occurred on accoimt of the closure of the mints. 

22. In August 1895 the Colonial Secretary, Singapore, reported to the Measures for the 
Government of India the extensive circulation of spurious gmlder 

in Java, and stated that rumour pointed to China as the place where these of s$uri^ coin 
counterfeit coins were man u factured. To prevent Indian rupees from being/'’®** abroad. 
similarly forged and sent out to India, steps were taken by the Government 
of India for the keeping of a vigilant watch over importations of rupees from 
the Ear East. Her Majesty’s Minister at China was requested to instruct 
Consular Officers to exercise vigilance in respect of attempts to export illicit 
rupees, and to endeavour, through the local officials and the Imperial Maritime 
Customs, to prevent the export. His Excellency was also requested, should 
any such case be brought to light, to bring it to the notice of the Chinese Govern- 
ment, and press for the suppression of the coining press. A full report of the 
measures adopted was also made to the Secretary of State. 

23. In connection with the question as to how the larger imports of silver Enquiries about 
were utilised in the country, one important point raised was whether silver was desUiMtion otiA 
being used in place of money. Enquiries were made on this point at the request 

of the Secretary of State, but they did not show that uncoined silver was being 
used by weight as a medium of exchange. As far as the Government of India 
were able to ascertain, the silver was used primarily for two purposes, namely, 

(1) replacing hoarded rupees, the cheapening of silver bullion having 

induced its purchase from rupee hoards ; and 

(2) passing into the mints in Native States. 

24. Ar 3 ?angements were made to obtain retmms showing the operations of Absorption, cf 
Native States’ mints, both before and after the closure of the Government mints 

to free coinage of silver. It became evident that a substantial portion of the 
imports of silver after June 1893 found their way into the Native States, some 
of which were tempted to undertake heavy coinage on account of the immediate 
profit. The result was a depreciation of the native coinages. 

It was considered desirable, in the interest of the States themselves, to Measures to 
prevent this depreciation if possible, and in a circular letter, dated the 21st 
October 1893, No. 3696 — 98-1., from theEoreign Department, the several LocaXcf jsraUve states 
Governments sTid Eolitioal Officers wer& informed that the Native States under e^irrency. 
their charge should, if occasion arose, be advised that the guiding principle in 
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those States which coin their own silver should he so to regulate their coinage 
that the rate of exchange between their own rupee and that of the Govemnient 
of India should remain fairly steady at or near the ratio which prevailed when 
the Government mints were open to the free coinage of silver. Some of the 
States accepted the advice and sooner or later closed their mints to free comage. 
Foiiey (f 26. The unification of coinage ia all India including Native States was an 

unificaiion of object wMch the Govemmont of India had long set before themselves. In 
cd^tige m India. to have a coin of special design, 

but of the same fineness, weight and size as the Government rupee struck at 
the Government mints. Prior to the ■ closure of the mints only two States, 
Alwarand Bikanir, had taken advantage of the Act. The prerogative of 
coinage is highly valued as an emblem of sovereignty, and the Government left 
the Native States to take the initiative in this matter, confining itself to giving 
advice or assistance when desired. The considerable divergence in value 
between the Government rupee and the Native States coins caused by the 
currency legislation of June 1893 and its attendant disadvantages to the Native 
States, were calculated to bring home to the States the advantages of unifica- 
tion, and the Government policy was fully explained in the Poreign Department 
letter No 3124-1., dated the 3rd September 1894. 

Adoption of BHtish 26. Certain minor States in the Bhopawar Agency of Central India, which 

coin hy minor did not possess any local coinage of their own, were the first to take steps to 
^e^vn Central ^j^g British Coinage for their heterogeneous currency, under the 

advice of the Political Agent. It was explained that although great caution 
would be advisable if the Government of India were initiating measures with 
the object of unification, there need be no objection to encouraging spontaneous 
action ia. States where the Chiefs were williag to effect the change, and where it 
could be introduced without creating discontent and opposition among the people. 

At the same time the Government of India indicated the steps which should 
be taken to gradually replace the multitude of existing coins by a homogeneous 
rupee. The Bhopawar States adopted the measures suggested by Government, 
and under the guidance of the Political Agent were soon able to establish the 
British rupee as the sole legal tender coin. 

The example of the Bhopawar States was soon followed by other States in 
Central India, Butlam, Jaora and Sailana in the Western Malwa Agency, 
Parone, Bhadoura and Sirsi in the Goona Agency, as well as by certain 
Jagirdars. 

Currency rtform 27- Of the more important Native States possessing mints, Bhopal was the 
in mopai. gj.g^ .jjQ recognise the necessity of a currency reform. It closed its mint on the 
4th August 1893, and shortly after expressed a desire to apply the Native 
Coinage Act of 1876. But as coinage of rupees under the Native Coinage 
Act which are full legal tender in British India, would be contrary to the poKcy 
which led to the closure of the mints, the Government of India could not con- 
form to the wishes of the Durbar. On a farther consideration of the means of 
escaping the loss entailed on the State by a depreciated currency. Her Highness 
the Begum decided to introduce British rupees, provided the Government of 
India assisted her by exchanging her coin. The exchange value of the Bhopal 
rupees w-as already considerably above their metallic value, and In consideration 
of the general advantages of a uniform currency, the Government of Tr^d ia agreed 
to exchange them at their current market rate, and the terms settled were— 

' (1) that the State mint should remain closed ; 

(2) that the British rupee should be made the sole legal tender in the 
State ; and 
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(3) that the State coin should be withdrawn and made over to the Bri tfsTi 
GoTemment at the average market rate of exchange of 100 
Government rupees for 124 Bhopal rupees. 

The steps to be taken to effect the change were indicated in a letter from 
the Poreign Department, dated 31st August 1896, No. 2751 1.-A. liie total 
amount of Bhopal coinage to be withdrawn was estimated at 130 lakhs, and as 
this sum could not be conveniently advanced from the treasury balances, a 
special Act (XI of 1897) was passed to enable the Government to advance the 
coin from the currency reserve pending re-coinage of the Bhopal coin. Opera- 
tion for the conversion was begun on 1st October 1897, and practically com- 
pleted by 1st Pebruary 1898, after which date British rupees became the sole 
legal tender in Bhopal. The amount of Bhopal rupees actually exchanged for 
Government rupees was 69,44,000 Bhopali rupees. 

The smaller States of Rajgarh, Narsingarh, Maksudangarh, and Sutalia 
in the Bhopal Agency also took advantage of the Bhopal conversion to sub- 
stitute the British Indian rupee for the Bhopal coin hitherto used by them. 

28. Kashmir was the next important State which adopted British rupees Cwrency reform 
as the sole legal tender. It did not close its mint till September 1895, and ^a.shwir 

its coin was consequently depreciated. 

As the State had to make large payments in British coin, it suffered con- 
siderable loss on account of the depreciation. The Durbar discerned that the 
remedy lay in the introduction of British coin, andjaubmitted proposals for assist- 
ance from Government. The Government of India agreed to render assistance 
on terms similar to those in the Bhopal case. Operations for conversion were 
commenced from 1st November 1897 (papers in Pittance Proceedings A Novem- 
ber 1897, Nos. 1129-1141), and from 1st May 1898 the British Indian rupee 
became the sole legal tender in Kashmir. 

29. The Gwalior State has also sought the help of Government with a view ^rofosed reform 
to reform its currency. The Mahirdja is buying up Gwalior and Ohandori coin (^^aZior. 
now in circulation in certain perganas in the State by the issue of British rupees, 

and the result of this operation is awaited before any scheme of reform is finally 
adopted. 

30. Some of the Native States in Bombay also made a move towards cur- Beform in Native 

rency reform by adopting the British Indian rupee. Certain States in the Bewa Bombay. 

Kantha Agency were the first to introduce this change, and they were followed 

by Palanpur. Badhanpur and Navanagar also submitted proposals for currency 
reform ; but in Poreign Department letter No 2901 1.-A., dated the 3rd August 
1897, it was explained that the policy of the Government of India was that 
in the case of the more important States, such as Bhopal and Kashmir, which 
had exclusive currencies of their own, circulating within their own teni- 
tories but not to any considerable extent elsewhere, the Durbars might be 
assisted in placing theic coinage on a sound basis on conditions settled in 
the Bhopal anH TTasTimir cases. In minor States, too small to have an exclusive 
coinage of their own, the circumstances were quite different, and in these 
cases the Government of India declined to give any assistance. It was left 
to such States, if they wished, to stop coinage and dispose of theii- existing coin 
as bullion. - 

31. In 1894 it was discovered that the manufacture of what are known Amendment of the 
as Purrakhabad rupees was carried on on a large scale in Bombay and Native 

States. This coin was full legal tender previous to 1835, but was called in in 
1877. It was not, however, a “ coin ” within the definition given in the Indian 
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Penal Codes as it was not now used as coin, and the law could not reach the 
manufacturers. But as under the Indian Coinage Act Goyemment were bound 
to receive it in the treasuries at the rate of one rupee per tola, and it was not 
expedient to leave coinage of any kind in private hands, it was necessary to prevent 
its manufacture. By an amendment of Section 230 of the Indian Penal Code 
the definition of “ coin ” was revised so as to include metal which has ceased 
to be used as money but which, while so used, was " coin ” within the definition. 

32. It was also discovered in 1894 that in Bombay large (^[uantities of coin 
of Foreign Governments and of ancient rulers of India were manufactured and 
a brisk trade carried on in these coins. These were not used as coin, but as 
ornaments or charms by the poorer classes of natives. Some of them, however, 
came within the amended definition of coin, and their manufacture was 
therefore stopped. As regards the others no action was thought necessary, 
but the Local Government was instructed to watch the manufacture of the 
coins and to prevent the coiners from overstepping the limits of the law. 

33. In the beginning of 1894 enquiry was made by the Secretary of 
State on behalf of Her Majesty’s Colonial Office whether the Government of 
India could undertake the coining of a British dollar, which was about to be 
issued for circulation in the Straits Settlements and the Par East, and, if so, at 
what rate. After some correspondence the Government of India agreed to 
undertake the manufacture of the new coin at the Bombay Mint at a charge 
of 1 per cent, provided a minimum coinage of five million dollars annually was 
guaranteed. The Chartered Bank of India, Australia and China, in conjunction 
with the Hong Hong and Shanghai Bank, gave the required guarantee, and after 
the settlement of some preliminary details and the framing of rules, silver was 
tendered by the Hong Kong Bank on the 14th May 1896. The most 
important of the preliminary details was an arrangement for the import of silver 
by the Banks and its re-export in the form- of dollars without payment of the 
import duty of 6 per cent. To this end it was directed that the silver should go 
straight to the mint when imported, the mint being treated as a bonded warehouse 
for this purpose, and that the silver when coined should be shipped under customs 
super-vision. The detailed rules settled between the Mint and Customs Depart- 
ments were published -with Notification No. 2457- A., dated the 25th May 1896. 
Since the tender of silver in May 1895, the coinage has been hea-vy and the 
Bombay Mint has been almost continuously employed on the work on the lines 
laid do-wn in letters from the Financial Department, dated 8th February 
1896, No. 709- A., and dated 8th March 1896, No. 1181- A. 


Coinage <f legal 34. In addition to the re-coinages of Bhopal and Kashmir coins into Gov- 
** emment rupees, 37,663 Alwar hali rupees and Bikanir coins of the value of 
Bihomir copper HT,08,806 were re-coined into new coins for those S-tates which had come -under 

Coioage Act, 1876, before the closure of the mints. The amount 
Acii declared coined for the Bikanir State was, however, paid into a Government Treasury in 

debt due from the State, and did not pass into local circulation. 
Mi w. CQppgy aggregate nominal value of R10,086-10 were coined for the 

B ik a n i r D-urbar at the Calcutta Mint and declared legal tender in Bri-tish India 
under tire Native Coinage Act. 
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SECTION V. 

Papee Ctjeeency. 

35. The masimtim limit of the invested reserve of the Paper Currency imvtasefrom. 
Department "was raised during Lord Lansdowne’s Viceroyalty from six to eight 

crores of rupees by Act XV of 1890. The net circulation of currency notes, i.e., tr^ufthe^ 
the amount actually in the hands of the public, having increased from a total of Cmreney 
about 13 to 13i crores in 1889-90 to over 22 crores in 1895-96, it was considered 
that the limit of the investment might be further raised to ten crores. The Government 
Presidency Banks and the Chambers of Commerce were consulted, and these 
bodies having expressed the unanimous opinion that the increase of the invest- 
ment was not likely to diminish the security for the convertibility of the 
CmTency Note, the proposal was laid before the Secretary of State in Despatch 
No. 131, dated the 2nd June 1896, and sanctioned by him on the 6th August. 

The question became urgent in view of the stringency in the money market 
during the cold weather months of 1896, and the Government considered it 
expedient to make the necessary amendment of the law early in December, and 
to transfer the money from the Currency to the Treasury by creating new debt. 

Accordingly a BiU was passed on the 17th of December 1896, as Act WT of 

1896, and the increase of the investment was announced in Notifications 
Nos. 5366 and 5367, dated the 18th December 1896, 

36. The temporaiy suspension of the Secretary of State’s drawings in 1897 Pomr uien 
again produced a severe stringency in the money market in the cold weather of-^'”’ 

1897, and it seemed possible that the demand for Council Bills in the ensuing notes in India on 
export season might exceed the resources of the Government Treasuries in India. security of 
It was considered desirable to prevent a panic in the market by aftording 

mfifl'ns of relief to the stringency, and the best means that suggested itself was PngUnd to the 

to issue Currency Notes in India against gold bullion or coin presented in Eng- 

land at prescribed rates. With the assent of the Secretary of State a Bill was in reserve against 

prepared with this object and passed as Act II of 1898. Section 13 of the Indian 

Paper Currency Act, 1882, authorised the Governor General in Council to direct 

that currency notes should be issued by the Paper Currency Department in 

exchange for gold coin and bullion received in India at the ofS.ce of issue. The 

new Act extended this provision so as to allow the issue of currency notes in 

Tndifl. against gold received in England by the Secretary of State. 

37. Act II of 1898 was, as above explained, intended to meet a temporary Extension <fAcr 

emergencv, and was declared to remain in force for a term of six months from regard^ 

v ' tng the issue of 

the 21st January 1898. The demand for Council Bills after the Act was currenri/ notes in 
nassed was unusually large, but never exceeded the resources of the Govern- against gold 

^ ^ ft,, .* 1 ,. Aj-i deposited in Eng 

ment Treasuries. In view, however, of the eontmued strmgency of the money 
market and of the possibility of measures being undertaken in the near future 
which might affect the exchange relations of the rupee, it was considered 
desirable to continue the Act in force for a longer period, and accordingly by 
Act Vni of 1898, the operation of the original Act was extended for a further 
period of two years. 

38. In April 1898 the Head Commissioner of Paper Currency brought to Proposed, amend- 
notioe the insufficiency of the Indian law relating to the forgery of ci^rrenoy 

notes. He pointed out that currency notes were not -protected by any to provide more 
special provisions, but merely by the general provisions of the 'ln.d^-n.«^simte protection 
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Penal Code applying to forgery of valuable securities. It was considered that 
the application of the general law did not afford adequate protection against 
forgery of Government currency notes, and that a distinction should be made 
between the law applicable to documents which pass from hand to hand as 
money and that applicable to other valuable securities affecting only a limited 
class of men with much ampler opportunity of detecting frauds therein. As the 
distinction is already recognised by the English law, the Government of India, 
in Despatch No. 266, dated the 18th August 1898, fully explained the defects 
in the Indian law and proposed that it should be amended. A Bill, drafted 
on the lines of the English Eorgery Act, 1861 (24 and 26 Viet., Cap, 98), was 
forwarded with the Despatch for the approval of the Secretary of State and has 
since been introduced into the Legislative Council. 
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SECTION VI. 

Fin’’axcial IMiAsrEEs coN^’ECTEB Eamine, Plague axd other 

Calamities. 

39. Owing to the financial exigencies of the year 1894-90, the Government Fatai 
of India were obliged to temporarily suspend the Famine Insurance Grant, and 
this decision was announced in the Financial Statement of the year. But before 
the accounts of the year were closed, the position had imj)roTed sufficiently to 
admit of the grant beiug restored to one crore. The grant was also taken at one 
orore in 1895-96, while in the Financial Statement of 1896-97 the financial 
results of the Famine Insurance Policy dining the 15 years from 1881-82 to 

1895- 96 were reviewed, and, in view of the improvement in the financial and 
protective preparations of Government for meeting any future famine, it was 
announced that the Famine Insurance Grant would, for the present, be limited to 
one crore instead of to the crore and a half originally contemplated. But in 

1896- 97 and 1897-98 India was visited by a famine of great magnitude, and it 
became necessary to restore the former grant of 1^ erores in preparing the esti- 
mates of 1898-99. 

40. The advent of famiue in 1896-97 and the impossibility of forecasting its Effect of famine 
magnitude seriously affected the financial arrangements of Government both 

in 1896-97 and 1897-98, and the drawings of the Secretary of State were <f 

interrupted, while the settled programme of Railway Expenditure in 1897-98 O-ovemment. 
was also curtailed by about a crore. When the Financial Statement of 
1896-97 issued, scarcity was apprehended only in a small portion of the 
North-Western Provinces and Oudh, owing to failure of crops in 1895-96, and 
to meet this a provision of Rx. 70,000 was expected to be sufficient. But the 
general failure of the monsoon in. 1896-97 caused expenditure on famine, 
failure of revenue, and heavy famine advances in almost every Province except 
Lower Burma and Assam, and the gravity of the situation became apparent in 
September 1896. On the 29th October the Lieutenant-Governor, North- 
VT^estern Provinces, reported that it might be necessary to susj)end a crore of 
revenue due in November, December, and January, and the Budget Estimate 
of drawings for the year 1896-97 had to be ultimately reduced by £1,200,000. 

In preparing the Budget Estimates of 1897-98 a liberal estimate of famine ex- 
penditure and advances was made on the basis of the best available information, 
but the delay in the establishment of the monsoon largely increased the ex- 
penditure on famine relief. By the middle of June 1897 the deficit in Ways 
and Means of the year, owing chiefiy to falling-off in Railway and other 
Revenue, was estimated at 1-| erores, and by the end of August the additional 
expenditure for war and famine was estimated at a like sum. Owing to these 
sudden demands the Secretary of State announced the suspension of sale of 
Bills for ten weeks on 1st September 1897- This period was afterwards extended 
by four weeks, owing to further requirements both for famine and war, and the 
Secretary of State was also obliged to remit one crore of rupees to India by 
means of Bank drafts in the beginning of September 1897. The Government 
of India also decided to reduce Public Works expenditure by one orore below 
the 'Budget Estimate up to 30th November. 
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Eff of famine It has bean stated in another Section that the famine of 1896 and 1897 

27u Beven^ani required for financing it more than 18 crores of rupees in remission or postpone- 

E^peMtureanA , revenue and in actual issues of funds from the treasury. The details 

}n advances, j.v> 

are as follovrs ; — 



1896-97. 

1897-98. 


Rx. 

Rx. 

Expeaditure oa direct relief of distress . 

2,079,500 

5,391,800 

Reaiissioas aad Losses of Land Revemie • 

871,600 

576,400 

Loss of Salt and Excise Revenne . 

417,800 

357,600 

Loss under other Piincipal Heads of 

Revenue . . • • • 

337,800 

894,300 

Loss of Railu-ay Revenue 

1,504,100 

1,477,400 

Charges for compensation for dearness of 
provisions and other increases due to 

high prices ...» * 

689,400 

925,100 

Other charges arising in connection with 

famine 

76,700 

123,400 

Suspension of Land Revenue ♦ • • 

1,297,700 

552,800 

Advances to cultivators and agriculturists * 

1,104,300 

1,164,500 


8,378,900 

10,963,300 

Bediict — Increase of Irrigation Revenue 

due to drought .... 

424,900 

556,700 

Net Total 

7,954,000 

10,406,600 


18,360,600 


. The established policy ia regard to the distribution of famine relief 

onBroviwiiai expenditure is that Local Punds should first be called upon to bear all the 
and local <tccowas. -which they reasonably can bear, and that, when their resources are 

eshausted, the demands should faE on the balances of Provincial Governments. 
Where these balances are reduced below a safe working standard, the Imperial 
Government has to step in and bear the rest of the burden, which, in the case 
of a great famine, is necessarily by far the largest share. 

The following summary shows the extent to which the ordinary balances 
of the Provincial Governments were reduced to meet famine expenditure and 
the supplementary aid required from Imperial Revenues. 

Central Provinces and North-Western Provinces and The 

balances were completely exhausted by the end of 1896-97, and expenditure on 
relief of distress in these two Provinces, amounting to about Rx. 3,700,000, was 
met from Imperial Revenues. In addition to this, the deficit in the Provincial 
accomit caused by loss of revenue was made up by contribution from Imperial 
to the extent of about Rx. 125,000 in the Central Provinces and about 
Rx. 270,000 in the North-Western Provinces and Oudh; 

Burma . — An expenditure in Upper Burma of Rx. 64,976 in 1896-97 was 
met from Imperial Revenues, and on the introduction of the Provincial arrange- 
ment for Upper Burma from 1897-98, the whole of the expenditure in that year 
(Rx. 62,600) was met from the Provincial Revenues without encroaching 
' upon the ordinary standard of the Provincial balance. 
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Bengal.— ThB total expenditure in tlie two years amounted to about 
Ex. 1,130,000, of whicli Ex. 81,700 were to be met from Local Eevennes. 

Of tbe remainder so mnch (about Ex. 480,000) was to be met from Pro- 
vincial Eevennes as would leave tbe Provincial balance on 31st March 1898 at 
Ex. 100,000. If tbe recoveries from Local Punds fell below tbe amount above 
named, tbe deficiency was to be made up by a reduction of tbe Provincial 
balance. 

Bimjah.—Oi about Ex. 210,000 spent in tbe two years on famine rebef, 
about Ex. 30,000 were chargeable to Imperial, and tbe remainder was charged 
to Provincial and Local Eevennes, tbe balance of tbe Provincial Account being 
reduced to Ex. 50,000 on 31st March 1698, being half tbe prescribed minimum 
for ordinary years. 

Madras. — Tbe total famine rebef expenditure amounted to about 1 crore, 
of which only Ex. 50,000 were to be met from Local Eevennes. Of tbe 
remainder about Ex. 220,000 were charged to Provincial, leaving a balance in 
tbe Provincial Account of Ex. 100,000 on 31st March 1898. Tbe balance is 
bkely to be further reduced by expenditure on famine relief in 1898-99 for 
which provision was made in tbe Budget Estimates. 

EomSay.— This Province was bard hit by famine and plague, and tbe 
Provincial balances were completely exhausted by tbe end of 1897-93. Of a 
total expenditure on famine rebef of about Ex. 1,290,000 only Ex. 24,000 
were charged to Provincial Eevennes. Some share of the expenditure on 
plague and famine charged to Imperial Eevennes is recoverable from Local 
Bodies, and it has been decided that recoveries made from Local Punds on account 
of famine charges borne by Imperial Eevennes should be credited to Pro'vdncial 
Eevennes. A contribution of over Ex. 120,000 was also made from Imperial to 
Provincial Eevennes in 1897-98 to make up a deficit in the Provincial Account, 
and also to give the Province an opening balance of Ex. 50,000 on 1st April 

1898. 

43. Accordino' to rules for classification in the accounts of expenditure on Modification of the 
famine rebef laid°down in 1S77 and 1878, expenditure on pubbo works 

taken for the purpose of giving employment to famine-stricken population was' classification of 
fihown mainly under the head “ Civb Works,” and only infractuous expenditore-^®®®”^^^^^^ 

• (including the excess paid for labour on pubbo works over the normal rates) en r . 
was shown as directly incurred on the rebef of distress. This practice was 
found to be at variance with the original intention of the scheme by which the 
Pamine Insurance Grant was fixed at 1| orores, and it also tended to obscure the 
actual facts. Accordingly in Eesolution No. 5299-A., dated 16th December 
1896, it was decided that expenditure on public works dhectly undertaken for 
the rebef of and under conditions applicable to famine rebef works 

should be wholly charged to the head “Pamine Eebef,” except in the case of 
revenue-producing works for which capital accounts are kept. In their case 
only the excess expenditure, as compared with the value of the work done under 
ordiuary circumstances, would be a fanune relief charge. Opportunity was 
also taken to prescribe suitable minor heads for the accounting of famine 
rebef expenditure, and to consobdate the orders regarding classification of such 
expenditure. 

44. In August 1896 plague appeared in Bombay, and has since graduaUy FimneM effen 
spread to or threatened Bengal, the North-'Western Provinces, the Punjab, Central 
Provinces and Madras. Though expenditure has been incurred in nearly ab the 
Provinces of India for the prevention of the spread of this scourge, the financial 
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burden of these measures has not been heavy except in Bombay. Apart from 
loss of revenue due to interruption of business and heavy Police expenditure 
caused by the plague, the direct expenditure from General Eevenues on 
sanitary precautions in Bombay recorded under the head 24* Medical has 
been as follows ; — ^ 


1896- 97 

1897- 98 

1898- 99 (Estimate) . 


11,400 

£14,300 

330,000 


565,700 


The Provincial resources in Bombay having been completely exhausted, 
about Ex. 400,000 have had to be met from Imperial Eevenues. 
local Em&rgmoy 45. As the prevalence of plague and famine seriously affected the 
Loans Act. revenues of Local Bodies, and the Local Authorities Loans Act (XI of 1879) 
did not provide for borrowing for current expenditure, it was considered 
expedient to legalise the borrowing by Local Authorities for temporary 
emergencies such as the provision of relief in time of famine or scarcity 
and the prevention of the outbreak or spread of any dangerous epidemic 
disease. The necessary legislative sanction was obtained by the passing of Act 
XII of 1897. It has not yet been necessary to utilise the Act to any large 
extent in Provinces other than Bombay. In Bombay the following amounts 
were advanced from Government balances under the Act in connection with 
the plague : — 

Ex. 

1896- 97 5,100 

1897- 98 37,6£0 

1898- 99 (Estimate) ........ 100,000 

14£,720 

Financial t§eet of 46. In June 1897 Assam and Eastern Bengal were visited by an earthquake 

which caused serious damage to railways and other public works. An additional 
gwxhe damages, expenditure for repairs to railways and other Imperial works in A saa.-m and 
Bengal was thus necessary to the extent of over Ex. 200,000, and- the expenditure 
in Bengal on civil buildings and roads was about Ex. 100,000. The estimate 
of the total expenditure in Assam which earthquake damages will render 
necessary under Provincial Civil Works exceeds Ex. 320,000, and this being 
beyond the power of that small Province to bear, the Government of 
have made a special assignment of Ex. 160,000 in aid. It was also decided 
to reduce the Provincial balance on 31st March 1899 to half the prescribed 
minimum of Ex. 60,000. 
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SEOTIOJS’ vn. 

Eailttat Pijtaxce. 

47. Since the rear 1890-91 the total limit of the annual Capital Espendi- Sanotionei limit 
ture on KailTrajs and Canals had been Ex. 3,500,000 not charged to Eevenue, 

the amount arailable from the Famine Insurance Grant, usually about 
Ex, 1,100,000. In June 1892 the Secretary of State authorised the Gorern- is9i-9o. 
ment of India to increase the annual expenditme not charged to Eevenue by 
Ex. 500,000, in cases where they were satisfied that the money could without 
inconvenience be supplied, to enable Companies to undertake new lines of rail- 
way and extensions j but this authority was not actually exercised by the Gov- 
ernment till 1894-95. 

48. Financial necessities having required the temporary suspension of the Budget programme 

Famine Grant, the amount provided for Capital Expenditure on Eailways and t . 

Irngation VVorks in ibe Budget Estimate of 1894-95 was restricted to 1894 - 95 . 

Ex. 4,000,000, made up of the ordinary grant for Expenditure not chargeable 
to Eevenues, and the special grant of Ex. 500,000 above referred to. 

49. In May 1894, however, the Secretary of State authorised the supply of E'eto programme of 
funds for the prosecution of the Assam-Bengal Eailway beyond the limit of 

Capital Expenditure laid down in the Budget Estimates of 1894-95. from i 89 i -95 

quently, in reviewing the Financial Statement for 1894-95, the Secretary of State 
invited the Government of India to consider whether some portion of the excess 
balances Tvliich had accumulated in the Indian Treasuries in consequence of the 
failure of the Secretary of State’s drawings in 1893-94, could not be utilised for 
Eailway construction. In response to this invitation the Government of 
India, in their Despatch No. 271 (Eailway), dated 24th October 1894, submitted 
a new programme which provided for the expenditure from State funds during 
the three years 1894-95 to 1896-97 of a total sum of Ex. 14,000,000 on construc- 
tion of Eailways and Canals, in addition to any amount available in 1895-96 and 
1896-97 from the Famine Insm’ance Grant, i.e., about Ex. 1,000,000 in each 
year. 

60. In the 16-crore programme above mentioned, Ex. 700,000 were pro- Brovision of funds 
vided towards expenditure in 1894-95 on the construction of the Assam-Bengal-^’’^^*®/*®®™* 
Eailway, but the Secretary of State w^as at the same time requested to make outside the settled 
arrangements in England for the provision of the whole of the funds required 
for that Eailway and to allow the sum of Ex. 700,000 provided in India to be 
re-allotted among other lines. The Secretary of State agreed that the funds for 
the completion of the Assam-Bengal Eailway system might, if financial exigen- 
cies demanded it, be properly provided outside the limits of Capital Expenditure 
previously fixed, and in the course of 1895-96 an additional grant of Ex. 1,124,100 
was made for this purpose outside the 16-crore programme-. It was also decided 
to find the additional capital in future either from surplus Government balances 
or by means of Companies’ debentures. 

51. The Capital Expenditure on the East Indian Eailway had Mtherto been Suppig of Funds 
met out of the ordinary allotment for State outlay on Eailway Construction. 

But in distributing the total fixed allotment for State outlay it was found diffi- of Company's 
cult to allot to the East Indian Eailway the full amount that was considered 
requisite for the proper development of the undertaking. To meet this 
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difficulty application was made to Parliament, wMch, under an Act of 1895, em- 
powered the Company, with the previous sanction of the Secretary of State, and 
on such conditions as might he approved by him, to raise the funds required for 
the improvement and extension of the Railway by the issue of debentm’es or 
debenture stock. The expenditure out of capital raised under this newly con- 
ferred power was in addition to what could be provided by Government out of the 
general grant. 

Question of the 52. Besides the Assam-Bengal and the East Indian Railways there were 

ra^hod of provi- other hnes in the hands of Companies the extension or development of which was 
Ttufi^^\ntiie considered to be of great urgency, and the question of providing funds for them 
JiMids of Compa- -^as also dealt with. The most important of the proposed extensions were those 
required by the Bengal-Nagpur Railway with the object of obtaining access to 
Howrah and the sea coast. It was proposed by the Bengal-Nagpur Railway 
that for the construction of such extensions the Company should be authorised 
to issue m India silver debentures under the guarantee of the Government of 
India as to principal and interest at the rate of 4 per cent. In considering this 
proposal the Government of India, in their Despatch No. 16 (Railway), dated the 
13th March 1895, expressed the view that it would be cheaper and otherwise 
more advantageous for Government to raise funds required in Turlia by direct 
borrowing than to resort to indirect borrowing through the agency of Com- 
panies. 

De'ision us to 53. The Secretary of State did not at first accept the view that all loans in 

fuHine poiiep m should be raised direct by the Government of India, and decided that the 

borroring of rupee money for the new extensions should be raised by debentures which, at any rate 

extent of expenditure in India, should be issued in' rupees. The whole 
development. subject of the mode of raising funds in India for the construction and develop- 
ment of railway lines in the hands of Companies was then fully discussed in 
Government of India Despatch No. 370, dated the 25th December 1895, in 
which it was proposed that, as long as the state of the Indian money market 
admitted of it, aU money raised in India for the construction of State-assisted 
Railways should be raised by the Government of India direct, and expended by 
them on State lines or lent to Companies who had undertaken new lines or 
extensions of their existing systems. 

The Secretary of State, in his Despatch No. 59 (Einanoial), dated the 2nd 
April 1896, acceioted generally the views of the Government of India, and 
further sanctioned the borrowing in sterling by Companies, with a Government 
guarantee, of such sums as might be required to supplement the amounts raised 
by Government in India. It was also laid down that the condition that all 
rupee capital raised in India-should be raised by Government instead of through 
the agency of Companies should not apply to Companies like the Southern Pun- 
jab and South Behar Railway Companies, which received assistance in the form 
of re*bate or otherwise, or to Companies formed for the construction of short local 
railways or branch lines under the Branch line terms. 

Proposal fw 54. In Considering possible arrangements for drawing more largely upon the 

spec^ loams for xsxo-miQxj resouTcos of India for the purpose of railway extensions, the Secretarv 
01 State, in nis Imancial Despatch No. 80, dated the 7th May 1896, asked 
the Government of India to consider a proposal to issue loans in India for 
the requirements of Railway Companies at a rate of interest somewhat higher 
than that of the ordinary Government loans, the notes being non-enfaceable in 
London. The object of this proposal was to widen the field for borrowing in 
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India- by bringing in a class of ne’.r investors to Trbom Government loans issued 
on the ordinary terms do not appeal. Dealing -witb this question in tbeir 
Despatch h'o. 275, dated 23rd September 1896, the Government of India, 
while fnlly recognising the undoubted political advantages of the debt of the 
country being more largely in the hands of its own people, came to the conclu- 
sion that it was doribtful whether the j)roposed measime would have the desired 
efPect of confining the field to the local investor, and that on other grounds it was 
unadvisable for Government to issue loans of the kind proposed. 

55. Before the settlement as above of these questions of policy the require- conUmS 

ments of railways constructed through the agency of Companies, such as the o/ 

Bengal-Kagpwr and the Indian Midland Eailways, had been supplied, partly by cml^rLtion hy 
sterling borrowings on Government guarantee, and partly by the advance of Government and 
funds by the Secretary of State in England, and the Government of India con- 

sidered only the question of ways and means in connection with State outlay on 
construction of Eailways and Canals. The decision that the Government of 
J nrlia. should, in the first place, raise in India as much of the funds required by 
the Companies as possible, made it necessary to prepare in future combined 
programmes of expenditure on both State and State-assisted Eailways, and the 
Secretary of State, in his Despatch No. 59 (Einancial), dated the 2nd April 1896, 
authorised the preparation of such a programme of expenditure on railway 
construction amoimting in the three years from 1896-97 to 1898-99 to 27 orores. 

56. This limit did not include the expenditure of the three old Guaranteed The 29 %-erore 
Eailways (Bombay Baroda, Great Indian Peninsula, and Madras), and in 

view of the works already sanctioned and commenced, the Government of India e^mg^m&oo. 
found diffic ulty in framing a programme for these lines limited to a total of 27 
crores. A programme working to an estimate of 28 crores in the three years 
from 1896-97 to 1898-99, excluding the possible requirements of the old 
Guaranteed Eailways for new extensions, was accordingly submitted for the 
sanction of the Secretary of State with the Government of India Despatch 
No. 327, dated 4th November 1896, the further expenditure on account of the 
old Guaranteed Companies during the three years being estimated at If crores. 

This programme of expenditure, amounting in all to 29'| crores, was approved 
by the Secretary of State. 

The total amount of 29| orores was distributed as follows : — 




ChaTireable as 
Govemment 
Expenditure. 

Chargeable against Chargeable 
accounts of old against ac- 
guaraiiteed counts of otl»er 
companies. comp mies. 

Total. 

1896-97 


EiX. 

. 5,980,200 

Rx. 

Rs. 

4^19i;500 

Ex. 

10,174,700 

1897-98 


. 6,420,000 

. . 1 

3,710,000 

10,130,000 

9,360,300 

1898-99 

• 

. 5,-40 .5,300 

1,665,000 

2,290,000 



17,805,500 

1^665,000 

10,191,500 

29,665,000 


The estimate of Government Expenditure in 1896-97 (Ex. 5,980,200) in- 
cluded in the new programme was the same as that entered in the Budget 
Estimate of the year, being made up of Ex. 3,650,000, included in the 16-crore 
programme (para. 49), and fm-ther additions subsequently made to that ' pro- 
gramme in view of the importance attached to progress in the construction of 
railways. 

57. The grants for 1897-98 included in the 29|-crore programme had, how- Modifications in 
ever, to be restricted on account of war and famine, and, according to estimates 
prepared in November 1897, a sum of Ex. 11,870,000 remained to be spent in 



24 


Programme 
of Pailway 
Construction, 


Bevised terms 
for construction 
of branch lines 
by private 
enterprise. 


Powers of 
District Boards to 
guarantee interest 
on Pailmay 
Capital defined. 


Proposal to 
empower English 
Companies to 
raise rupee 
Capital, 


1898-99 to complete tlie programme ; but in riew of tlie unexpected exhaustion 
of TUftans which the war and famine expenditure had brought about, it was 
decided to reduce the original programme of 29f orores by Ex. 1,760,000. 

58. The year 1898-99 being the last of the three years for which the pro- 
gramme of 29| crores was prepared, it was considered necessary to prepare anew 
programme of railway construction for the three years from 1899-1900 to 
1901-1902. The large cash balances in the Indian Treasuries, which justified a 
more extended railway construction since 1895-96, having been exhausted, it has 
been decided to take tbe new estimate of expenditure at a moderate figure, and 
a programme for tbe three years, working to 20 crores, was submitted to the 
Secretary of State with Despatch No. 351, dated the 10th November 1898. 

59. In their Eesolution No. 514-E.O., dated 17th April 1^396, the Govern- 

ment of India laid down the terms and conditions under which they are prepared 
to consider offers for the construction, by private enterprise, of lines for ming 
branches or feeders either to existing State Eailways worked by the State or to 
Eailways worked by tbe Companies. Tbe most important concessions offered by 
tbis Eesolution are — » 

(1) the land req[uired for the construction of the Branch Eailway is pro- 

vided free of cost ; and 

(2) a fixed minimum rate of dividend on the Capital Expenditure is 

ensured either by a direct guarantee of interest by Government, or 
by a rebate on the main line earnings from trafllc interchanged 
with the branch. 

The last concession is not likely to throw any important burden on the 
Eevenues at present, hnt.it is estimated that the supply of land free of cost will 
involve an expenditure of over Ex. 200,000 during the current year alone. 

60. Cases having come to the notice of the Government in which District 
Boards, actiug under the provisions of Acts by which they are constituted, 
guaranteed the payment out of their revenues of interest on capital raised for 
the construction of railways or other public works within tbe districts, it was, 
after consultation with Local Governments and Administrations, laid down 
in Eesolution No. 3210-A., dated tbe 22nd July 1898, that such guarantees 
should not be given without the special sanction of tbe Government of India 
and at a rate of interest approved by them, except in cases where a portion of 
the maximum cess which the Board is legally empowered to levy can be 
specially set aside for this purpose. Otherwise, as was pointed out. Imperial 
finances would become ultimately responsible. 

61. In November 1893 the Secretary of State asked for the views of the 
Government of India on a proposal made by Messrs. Clarke, Eawlins & Co., 
that an Act of Parliament should be obtaiued empowering the Secretary of 
State to sanction the raising of capital in rupee currency by Companies formed 
for Indian purposes under the English Companies Act. The Government of 
India, in their letter No. 10, dated the 16th January 1896, expressed the opinion 
that when Companies formed in England for Indian undertakings have carried 
on their operations far enough to establish beyond doubt their position as bond 
fide Companies and not merely speculative undertakings, there would be advan- 
tages in permitting them to raise additional capital in rupees in India, and that 
there was no objection to a general Act authorising tbe raising of such capital 
with the sanction only of the Secretary of State. A Bill was prepared in accord- 
ance with these views and forwarded to India with Secretary of State’s Despatch 



25 


Ko. 114, dated the 17th. December 1896, hut in view of the decision to borrow 
rupee capital for railway development directly by Government, it was decided 
to be unnecessary to proceed with the proposed legislation. 

62. During Lord Elgin’s administration the total number of miles open for increase of raUtoay 
railway traffic was, thanks to the measures described above, increased from 
18,608 miles on 1st April 1894 to 21,245 miles on 1st April 1898, while the total 
mileage, inclusive of lines under construction, increased from 20,430 to 25,307. 
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SECTION VIIL 


fe,T cents. 


Public Debt. 

Conversion of i^per 63. PrioT to 1893-94 the general rate of interest on rupee loans in India 

cent loans into 3^ ^ pgj. 1893-94 a reduction in that rate was prepared for hy raising 

a rupee loan of 3^ orores at 3| per. cent. At the heginning of 1894-95 the price 
of 3^ per cent Government Paper was well above par, and as the Government 
had in its treasuries 8 to 10 crores of spare cash * balances, the opportunity 
was taken to convert or discharge its 4 per cent obligations. 

The total amount of 4 per cent debt to be dealt with was Ex. 95,149,323, 
of which about 24-| crores were held in Europe. The first conversion notifica- 
tion issued on 30th June 1894, and announced the discharge of the 4 per cent 
loan of 1842-43, amounting to over 27 crores, with the option of accepting a 
reduction of interest to 3| per cent guaranteed till August 1, 1904. The 
same terms of conversion to holders of other loans were offered at the same 
time, and it was hinted that if they did not take advantage of it, they might 
have to accept less favourable terms in future. 

In the course of one month after the issue of the notification it was found 
that the conversion of the discharged loans had been almost universally accepted, 
and in a series of notifications, the last of which issued on 20th September 1894, 
the remainder of the 4 per cent debt of 95 T5 crores was notified for discharge, 
with option of conversion to the guaranteed 3^ per cents, the terms of conver- 
sion or discharge being made somewhat less favourable at each stage. A final 
offer was also made by a notification dated 8th October 1894 to convert the then 
outstanding balance of all the 4 per cent loans already notified for discharge into 
the per cent loan of 1893-94, which was subject to discharge on three months’ 
previous notice. 

The net result of these measmes was to convert Ex. 93,054,480 from a 
4 to a 3^ per cent debt, and the Secretary of State, in his Despatch No. 12, 
dated the 24th January 1895, conveyed to the Government of India the warm 
appreciation by Her Majesty’s Imperial Government of the manner in which the 
conversion operations had been carried through. 

64. The opportunity offered by the conversion of the 4 per cent loans was 
taken to simplify the loan accounts of Government by abolishing four of these 
loans. These were : — 

Balance on 31st 
March 1894. 

Bx. 

Loan of 1832-33 . 682,133 

„ 1835-36 • 1,585,490 

Mysore Pamily Loan • . , . . 50,008 

East Indian Eailway Commuted Stock • • • . ‘ 5,450 

There were altogether eight -4 per cent public loans outstanding before the 
conversion, and the terms of conversion in the four oases mentioned above 
included transfer into one or other of the remaining four loans. The result was 
that after the convertion, the number of guaranteed 3-| per cent loans was four 
only, all held under precisely the same conditions and differing only in respect 
of the half-yearly dates on whidh interest is payable. 

* D«e t* the Secretary of State haviog suspended drawings for some time after the mints were closed. 


SimpHJication of 
lorn, accounts* 



27 


65. The large accumxilation of balances in the Indian Treasuries in 1893-94i 3 per cent 
made it -unnecessary to raise any rupee loans in India in the first t-wo years of of 1896-97. 
Lord Elgin’s administration. In 1896-97 it -was decided to raise a new rupee 

loan of 4 crores. Money throughout the earlier part of the year -was extremely 
cheap, and the price of Government of India 3^ per cent guaranteed 
loans was over fillO per cent in May and Jrme 1896. The Government of 
India considered this a fit opportunity to attempt a 3 per cent loan in T-ndia 
and accordingly a 3 per cent loan of 4 crores, guaranteed against repayment, 
or reduction of interest up to 31st December 1916, was issued on June 22, 

1896. The attempt was eminently successful, and the loan was subscribed 
at the average price of BIOS per cent. 

66. In the conversion arrangements of 1894, Government offered to those Conversion and 
holders of paper who accepted conversion, an equivalent amount of Promissory ^i^charge qf 
Notes on which 3^ per cent interest was guaranteed up to August 1, 1904. 

Those who did not accept this arrangement were afterwards offered, fl.-nd most of 
them accepted, ordinary 3^ per cent Paper -without any guarantee and liable 
to discharge at any time on three months’ notice. The amount of this ordinary 
3| per cent loan at the beginning of 1896-97 was — 

Its. 

{1) Outstanding of l8o3-o4 ..... 46,760 

(2) „ „ 1893-94 . . . 3,500,000 

(3) Accepted in conversions of 1894-95 and brouglit under 

the 1893-94 loan 2,138,190 

5,684,950 

The success of the 3 per cent loan of 1896 indicated the desirability of con- 
verting the 3^ per cent liabilities above referred to ; and accordingly by Noti- 
fication No. 3850, dated September 4, 1896, these loans were notified for discharge 
on January 30,1897, and the option was given to holders of notes of the 
3| per cent loans to tender them for transfer to the 3 per cent loan of 
1896-97 by October 2, 1896. The amount of the 3| per cent loans transferred 
to 3 per cents m exercise of the option was Ex. 4,906,170. 

67- By Act XXI of 1896 the investment of the Currency Reserve was Additions to the 
increased by 2 crores of rupees, and as owing to the famine Government 
balances had been considerably reduced towards the end of the year 1896, the Cwrencg Reserve. 
investment was made by creating new debt instead of by actual purchase of 
Government Paper in the market. Accordingly the sum of 2 crores of rupees 
was transferred to the Government treasury from the Currency Department 
which received in exchange 3 per cent Pronfissory Notes for Ex. 2,048,660, 
the calculation being made at the price of the stock at the time of transfer. 

68. In the Budget Estimates of 1897 98 a rupee loan of 4 crores was jnev, Snpee loans 
indicated, but when the time came for borrowing the conditions of the money 
market rendered it very doubtful whether so large a sum could be raised on 
favourable terms. After personal enquiry by the Honourable Pinancial Mem- 
ber in Calcutta it was decided to reduce the amount of the loan to 8 crores, 
which were raised at 3^ per cent at an average price 98|. La 1898-99 
the Budget Pfetimates provided for a loan 3 crores; but the prospecta 
were again unfavourable o-wii^ to shrinkage in loanable capital, due partly to 
famine and plague^ and partly to remittance by the Exchange Banks of their 
surplus balances to England. As a review of the Ways and Means in J-uno 
1898 showed that owing to a general improvement in Eevenue prospects a 
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loan of Ex. 1,200,000 might be sufficient, it was decided to borrow that amount 
only. This was raised, at 3^ per cent, at an ayerage price of 94|- per cent. 

69. The amounts of rupee loans discharged in India from 1894-95 to 1898-99 


are as follows : — 

Rx. 

1894-96 1,172,338 

1896-96 684,812 

1896- 97 722,525 

1897- 98 429,500 

1898- 99 (Estimate) ..... . . 826,000 


8,234,175 


These amounts mainly represent the unconyerted portion of the 4 per cent 
and 3i per cent loans notified for discharge in 1894-95 and 1896-97. They also 
include, with effect from 1895-96, Ex. 120,000 a year in repayment of the 4 per 
oent Gwalior loan of 3| crores received in 1887. 

70. The borrowings in England by the Secretary of State during Lord 
Elgin’s administration were largely connected with the fa” ore or stoppage of 
Council Bills. It was attempted to support the closure of the mints in June 
1893, by holding out for a minimum of 15irf. for Council Bills, and this being 
imattainable, the sale of Bills was practically in suspense from July 1893 to 
January 1894 inclusiye, and to make up the deficiency in bis balances, the 
Secretary of State was obh’ged before the end of the year 1893-94 to raise 
£1,386,000 by 3^ per cent debentures and £6,000,000 on the security of India 
Bills haying a currency of six months only. In 1894-95 the temporary loan of 
£6,000,000 outstanding on April 1, 1894, was funded by the issue of 3 per cent 
stock of that amount, and £25000,000 were raised by temporary loans for 
current disbursements. No additional debt was created in 1895-96, but the 
temporary loan of two millions raised in 1894-95 was renewed in May 1896 for 
twelye months. 

In 1896-97 a loan of £2,400,000 was raised for the purpose of discharging 
certain debentures ; and of the two millions temporary loan faUing due in May 
1896, one million was discharged out of cash balances, and the remaining 
million was renewed for another year. 

The famine of 1896 and 1897 and the Tirah Expedition caused interruption 
and suspension of Council drawings in 1896-97 and 1897-98, and this combined 
with a very large Eailway programme necessitated the creation of a net debt 
in England of £8,600,000 in 1897-98 made up as follows : — 

£ 

Stock . . . . ' . . . . 3,500,000 

India Bills having a currency of twelve months . . . 6,000,000 


8,500,000 


In 1898-99 India Stock to the extent of £6,000,000 was also issued, more 
than half of which was requdred for the discharge of debentures and debenture 
stock bearing high .rates of interest, • and the six millions temporary loans 
carried forward from 1897*98 and preyious years were renewed, thus leaying the 

balance of temporary loans on Slst March 1899 at the same amount as at the 

begimung of 1894-96. The result of the operations during the fiye years 
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from 1894-95 to 1898-99 has therefore been the creation of Tnrlia Stock for 
£l7s900,000, made up as follows 


1894-95 0 

* 

• 

« 

• 

Amount. 

£ 

. 6,000,000 

Eate of 
interest. 

3 per cent. 

1896-97 . 

• 

« 

• 

* 

2,400,000 

„ 

^897-98 . 

• 

• 

t 

• 

, 3,500,000 

^ „ 

189«-99 . 

* 

• 

• 

• 

. 6,000,000 

Si „ 


Part of this money was, as above mentioned, required for discharge of 
debentures and debenture stock bearing higher rates of interest and aggregating 
£6,698,400. The Secretary of State also took advantage of the favourable state 
of the money market in 1896-97 to make a general reduction in his rate of 
interest from 3 to 2^ per cent. 

71. The total amounts of permanent debt at the beginning and end oiiihQ General aUiraot 
five years from 1894-95 to 1898-99, and the interest payable annually thereon, <f and results. 
are compared as follows : — 


Stbelino Debt. 


Capital of 
debt. 

Annnal 

interest. 

£ 

£ 

1st April 1894 . . * . . 108,118,792 

3,610,847 

31st March 1899 (Estimate) • • 119,889,980 

3,885,397 

Increase in 5 years • 11,776,188 

274,550 

Rxjpeb Debt. 


Capital of 
debt. 

Animal 

interest. 

Bx« 

Bx. 

1st April 1894 • . • • • 105,546,078 

4,209,206 

81st March 1899 (Estimate) . • .112,560,558 

8,906,800 

Increase (-f). Decrease ( — ) in 5 years • +7,014,475 

■—302,406 * 


Of the addition to the sterling debt, £4,691,432 will have been spent in 
the five years on the purchase of Eailway and Irrigation Capital Stores in 
England, leaving £7,184,756 available for other purposes. Taking Exchange 
at 16(i. the rupee the last sum is equivalent to about 11^ crores of rupees, which, 
with the seven crores raised in India, makes the total capital raised for Indian 
purposes about 18^ crores. 

The amount of State outlay in India in the five years on construction of 
Bailways and Canals wiU be about Ex. 16,238,000, apart from advances to 
Eailway Companies for Capital Expenditure of about four crores. Part of the 
amounts raised by Government is lent to Local Bodies and cultivators for 
public and agriciiLtural improvements ; the net amount of such loans made 
by Government in the five years will be Ex. 1,777,117. Thus the total amount 
spent by Government in India on account of Productive Works and loans in 
the five years wiU have been about 22 crores, beiag 3i crores in excess of the 
amount raised by loan. 

• Net restat of about Rx. 660,000 saved by tbe conversion and discharge operation of 1894-95 and 1896-97, 
and about Ex. 250,000 payable on new loans. 
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72. In April 1898 the Comptroller and Auditor General proposed certain 
changes in the mode of treatment in the accounts of outstanding balances of 
old loans notified for discharge for more than 20 years and in the procedure 
for dealing with claims for payment of such balances and for the payment of 
interest on Government Promissory Notes left undrawn for 10 years. In 
making these proposals the Comptroller General desired to follow the rules in 
force in ‘Fl n giantl on the above subject as far as possible, without diminishing in 
any way the liability of Government to accept claims whenever made. These 
proposals were accepted with certain modifications, and instructions issued to 
the Comptroller General in letter No. 4487-A., dated 13th October 1898. 
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SECTION IX. 

Provinoiai, Einancb. 

73. The q-uinquennial Provincial settlements with the Local Governments Revision of 
and Administrations framed in 1892 terminated on the 31st March 1897, and it 
was decided to frame new contracts on the same general lines as the preceding ‘^^ZToov^-tmints 
ones. As a preliminary to the detailed consideration of the terms of the settle- —^ecajiiMation 
ment with each Local Government, the Government of India issued a Resolu- 
tion, No. 4258-A., dated the 6th October 1896, recapitulating the principles assignments are 
laid down from time to time with reference to the settlement of the assignments 
on which the Provincial contracts are based. 

74i. The figures proposed by the Government of India in accordance with St<mdards of Civu 
the general principles of the settlement, as the standard figures for the new con- 
tract Tinder each head of Pevenue and Expenditure, were communicated to the 
Local Governments and Administrations concerned in October 1896. The stand- wjVA those of ma. 
ards of net Provincial Expenditure on Civil Administration, apart from special 


items, as fixed by the Government of India, 

were as 

follows as 

compared with 

the corresponding standards of 1892 : — 






(In 

tlioncands of rnpaes.) 


standard of 

standard of 

Increase per 


1892. 

1897. 

cent. 

Centml Provinces .... 

65,33 

70,59 

8-05 

Lower Burma ..... 

1,03,03 

1,17,53 

14-1 

Assam ...... 

46,76 

54,10 

15-7 

Bengal ...... 

a, 76,23 

2,95,33 

6-9 

North-Western Provinces and Oudh 

2,08,54 

2,31,62 

11-1 

Punjab ...... 

1,88,46 

1,50,87 

9-0 

Madras ...... 

2,03,16 

2,18,34 

7-5 

Bombay 

2,38,95 

2,50,28 

4-8 

The examination of the intermediate 

increases 

of Revenue showed the 


comparison between tbe standards of net total Civil Eevenues (not the Pro- 
vincial shares only) for the two periods as follows : — 



standard of 

standard of 

Increase per 


1892. 

1897. 

cent. 

Central Provinces 

. 1,24,86 

1,36,26 

9-1 

Lower Burma 

. 2,16,29 

2,46,34 

18-9 

Assam . • • ' 

81,40 

1,02,31 

25-7 

Bengal 

. 7,09,20 

7,77,33 

9-6 

North-Western Provinces and Oudh 

. 7,67,78 

7,85,27 

2-3 

Punjab . • • • • 

. 8,06,01 

8,33,65 

9-0 

Madras . . • • • 

. 6,81,71 

7,83,95 

14 9 

Bombay .... 

. 5,41,21 

6,00,65 

10 0 


76. While the figrnres for the new settlements were being considered by the Interruption 
local GoTemmmts. the adTent d a widespread famine seriousl 7 interrupted 
the financial progress of the country, and the settlement of t e 
c+aTidfird of Revenue and Expenditure was attended with considerable difficulty of the 
^ ^e case of the’ Oentol Provinces, ihe North-Western Provinces and— *• 
Oudh, Mhdras, and Bombay. It was therefore decided, as regards these 
Provinces, that the fiiml settlement of the heads of Revenue and Expenditure 
most affected by famine should be postponed till the cold weather months of 
1897-98, the figures for heads not much affected by famine beiug finally settled 
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inrisTialcoTirseby the end of 1896-97. The general terms of the contract were, 
however, all settled in the cold weather months of 1896-97, except as regards 
the distribution between Imperial and Provincial of the Major Irrigation 
receipts of the North- Western Provinces and Oudh, and these terms as well as 
the rules and conditions regulating the administration of Provincial Revenue 

Expenditure were, for the sake of convenience, stated in a Resolution 
No. 3531- A., dated the 11th August 1897. 

76. The heads left for settlement in 1897-98 were considered in due course, 

liberal allowances were made for the adverse effect of the famine and of the 
plague in Bombay. The results of the enquiries and discussions connected with 
the new Provincial settlements and the effect on the Provincial accounts as 
compared with that of a continuation of the assignments of 1892 may be stated 
as follows : — 

Genital Provinces . — Three successive bad seasons commencing with the 
year 1894-95 had adversely affected the Revenues of the Province, and the result 
of the examination by the Government of India was to show a deficit in the 
Revenue Account of Rx. 24,100 according to the old contract. The Govern- 
ment of India offered to make up this deficit by adding to the assignment of 
Revenue. It was also thought desirable in this backward Province to allot to 
Provincial a larger share of the development of Land Revenue, and it was there- 
fore proposed to assign not one- quarter, but one-half, of the Land Revenue. 

A few modifications in the figures proposed by the Government of India 
were made at the instance of the Chief Commissioner, and owing to the famine 
some important reductions were made in the estimates for some of the principal 
heads of Revenue, The final result was an increase on the assignment under 
the former contract by Rx. 38,600, 

Burma . — The standards of Revenue and Expenditure for Lower Burma, 
as origioally fixed by the Government of India, showed, on the basis of the 
arrangement of 1892, a surplus of Rx. 24,800. The Government of India 
proposed to resume this surplus and also to omit the Railways hitherto treated 
as Proviacial from the new arrangement. At the same time the Revenue and 
Expenditure for Upper Burma were provincialised for the first time under the 
same terms as those of Lower Burma. The Provincial Revenues of Lower Burma 
had gained over Rx. 140,000 by the development of net Railway receipts during 
the five years ending 1896-97 ; and to compensate them for the loss of incre- 
mental revenue from this source, as well as to provide for a larger share of the 
general Revenue heads to meet the expenditure on accpunt of Upper Burma, it 
was decided to assign to Provincial one-half instead of one-quarter of the total 
Land Revenue of the Province. The result of the consideration of the Local 
Government’s criticisms was to modify the figures to some extent in favour of 
Provincial both for Upper and Lower Burma, and the share of the Land 
Reven’ie receipts assigned to Provincial was ultimately raised to two-thirds and 
that of Excise Revenue and Expenditure from one- quarter to one-half. Ac- 
cording to the estimates adopted for the final settlement, the Government of 
India resumed a surplus of Rx. 9,000 by the new settlement with Lower Burma. 
A supplementary portion of the settlement with Burma was that the estimate 
adopted for the Upper Burma Special Police would be liable to revision on 
April 1st, 1900. 

In view of the inclusion of Upper Burma in the new arrangement, the fixed 
minimum Provincial balance for the whole Province was raised to Rx. 120,000 
instead of Rx. 60,000 for Lower Burma. 
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Tlie Salt E/erenne Administration in Burma has not been altogether satis- 
factory, and to give the Local Government some financial interest in its results, 
it was decided, with effect from 1898-99, to assign half the net Revenue from 
Salt to Provincial, the necessary alteration being made in the fixed adjusting 
share of liand Revenue. 

Assam . — There had been considerable increase in the Land Revenue of this 
small Province by the revision of settlements in the Assam Valley Districts in 
1893-94, and the standards of Revenue and Expenditure on the basis of the ar- 
rangement of 1892 showed a surplus of Revenue of Rx. 33,500. The Government 
of India proposed to resume Rx. 20,000 out of this surj)lus. It was also proposed 
to alter the distribution of Land Revenue so as to substitute for a rather com- 
plicated ai’rangement the simple division of two-thirds to Provincial and one- 
thii’d to Imj>erial. After consideration of the Chief Commissioner’s views of the 
estimates, it was decided not to resume any sirrplus from this small Province, and 
on the basis of the figures finally settled, an estimated surplus of Rx. 11,409 was 
left to the Local Administration. 

Betigal . — The following changes in the general terms of the contract were 
proposed by the Government of India and accepted by the Government of 
Bengal : — 

(1) Half the net receipts of the Eastern Bengal Railway system had 

been Provincial under the contract of 1892, and the Provincial 
Revenues had gained no less than Rx. 380,000 by the develop- 
ment of the railway receipts dmlngthe five years ending 1896-97 ; 
but as the Provincial Government had no share in the adminis- 
tration of the undertaking, the Railway grant was omitted from 
the new contract. 

(2) To comi^ensate Provincial Revenues for the loss of incremental 

Revenue from the Railways, the Provincial share of the net 
Excise Revenue was raised from one-quarter to one-half. 

(3) The Survey and Settlement expenditure was wholly Imperial in 

Bengal under the contract of 1892, brrt this arrangement was 
continued only for the Behar Survey and Settlement expenditure, 
and all other such charges were declared wholly Provincial under 
the new settlement. 

(4) Expenditure on account of pensions of the Imperial Marine Depart- 

ment (mainly Dockyard employes), and on account of the pensions 
of Branch Pilots and other Provincial Marine officers, and of their 
widows and orphans, was hitherto charged to Imperial Revenues ; 
these charges were made Provincial in the new arrangement. 

The preliminary examination by the Government of India of the standards 
of Revenue and Expenditure gave the Province a surplus of Revenues of 
Rx. 139,700, and the Government of India proposed to resume this surplus. 
The Government of Bengal in reply put forward large and numerous proposals 
for new expenditure, and proposed an addition to the standard of Expenditure 
of about Rx. 340,000 ; and as against the proposal of the Government of India to 
resume a Surplus of Rx. 139,700 the Government of Bengal desired to have 
the then existing assignment increased by Rx. 236,500. These figures were 
examined so as to distinguish between the claims for entirely new expenditure 
and the estimates of the existing rate of expenditure, and the changes made in 
favour of Bengal as compared with the original proposals of the Government 
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of India amormted to itx. 42,000, the act^l sin'pl'us fipaUy resuined being 
B<x. 96,900. 

As certain qnestions connected with the administration of Salt Herenne in 
Bengal and Orissa were nnder consideration at the time the settlement of 1897 
was made, it was also decided to leave Salt fignres ontside the new arrangelnent. 

The following supplementary arrangements were made in connection witli 
the settlement with Bengal : — ^ 

(1) That a special assignment to Brovinoial of Bx. 62,300 would be 

made in 1897-98 for heavy Settlement expenditure ; and 

(2) That if the recoveries on account of Survey and Settlement expendi- 

ture in Behar fell short of the expenditure recoverable from the 
zemindars and ryots the difference would be charged to Provincial 
Bevenues. 

or th- Western JProvinces and Oudh . — A very small increase of Civil 
Bevenue was reahsed in these Provinces during the last quinquennium, 
while the increase in the standard of Provincial Expenditxare was consider- 
able. On a review of the financial position the Government of India came to 
the conclusion that the expansion of expenditure was in part necessitated by the 
too economical policy pursued in the previous 10 or 16 years. It was proposed to 
increase the assignment of the Province by about Bx. 90,000, including a sum of 
Bx. 50,000, which, though allotted for the 1892 contract to meet the cost of re- 
organisation of the Police, was owing to liabilities of the Bocal Government under 
the 1887 contract, adjusted by a contribution through the Band Bevenue head 
in the accounts of 1891-92. After personal negotiations with the Bieutenant- 
Governor, and full allowance for the effect of the famine on the Bevenues, a 
final arrangement was concluded, which after allowing for the Bx. 50,000 not 
included in the figures of 1892, proved to be more favourable to the Provincial 
Bevenues, as compared with the 1892 arrangement, to the extent of Bx. 68,200. 

The shares of Bevenue a,nd Expendittire provincialised in 1892 practically 
remained the same in the new arrangement, except that the Major Irrigation 
Bevenue and Working Expenses, which were wholly Provincial under the old 
contract, were declared to be half Imperial and half Provincial under the new 
arrangement. This decision was tahen on the ground that the Irrigation Bevenue 
had been shown by recent experience to be far too variable to be suited for 
complete provincialisation. 

The Government of India also agr^d to make a special assignment to meet 
the cost of a Government House at Baini Tal. 

Punjab . — The increase of expenditure had proportionately exceeded the 
growth of revenue, chiefly on account of the grant of exchange compensation 
allowance, and the Government of India; therefore proposed to increase the 
assignment of 1892 by Bx. 22,600, and also to raise the Provincial share of 
Band Bevenue from one-quarter to three-eighths. On consideration of the 
criticisms of the Punjab Government the Provincial share of Band Bevenue 
was fixed at two-fifths of the total, and the assignment for expenditure was 
increased by Bx. 45,600. 

Madras , — The Bevenue in this Province had progressed very satisfactorily 
during the past quinquennium, and the examination of the normal standards of 
Bevenue and Expenditure in 1896-97 showed the Province in a surplus of 
Bx. 226,400 on the basis of the arrangement of 1892. The M^adras Government, 
however, in view to additional expenditure which it considered .desirable, asked 
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for an assignment of reyentiewMoli was oyer Hx; 200,000 more tiian that offered 
by the Gov^emment of India. On an examination of the Madras estimates on 
the principles applied to the Bengal case, and also on a consideration of the 
effect of the famine on the reyennes of the proyince, it was finally decided to 
settle the assignment at a figure which resulted in the resumption by Imperial 
of Ex; 128,200. 

' Two small changes were made at the same time in regard to the general 
terms of the contract : (1) Orissa Salt Eeyenue and Expenditure were trans- 
ferred from Madras to Bengal and were made wholly Imperial ; and (2) the 
charges for “ Salt Purchase and Ereight ” were m ide wholly Imperial instead 
of being treated as before as one-fourth Proyincial. 

Momhay—'hx stating the terms of the new arrangement for Bombay the 
Goyernment of India proposed (1) that Imperial Marine Pensions should 
be proyincialised as in Bengal, and (2) that all irrigation works in Bombay 
and Guzarat should also be proyincialised ; but the Goyernment of Bombay 
did not accept these proposals. The standards of Eeyenue and Expenditm’e 
proposed by the Goyernment of India on the basis of the arrangement of 1892 
worked out to a surplus of Ex. 112,400. But the Goyernment of Bombay 
made large demands for new expenditure, and the net result of the figures of 
Eeyenue and Expenditure proposed by them would haye req[uired Ex. 122,000 
more than if the former contract had been continued. The Goyernment of 
India, disallowed these large demands for increase in the Estimates of Expendi- 
ture and postponed the consideration of the figures for the Eeyenue heads — 

Land Eeyenue, Stamps, Excise and Porests (net), giying the Goyernment of 
Bombay in the meantime, under all the other heads. Ex. 47,300 more than was 
originally proposed. It was at the same time pointed out to the Local Goy- 
emment that the effect of its proposals would be to revise the contract of 
1892 in a direction more fayourable to Proyincial, which in the case of 
a Proyince like Bombay would be inadmissible under the established prin- 
ciples of the Proyincial Contract System. The seyeral heads of Eeyenue 
which were left oyer for subsequent consideration were duly examined in the 
cold weather months of 1897-98 j but as the Province had not yet recoyered 
from famine, and plague had also been continuously present, the settlement 
of the normal standards of Eeyenue for these important heads of Eeyenue was 
attended with some difficulty. The Goyernment of India therefore decided 
that the most favourable arrangement for Bombay would be to continue without 
change the contract of 1892. This decision was commimicated to the Govern- 
ment of Bombay in letter No. 711-A., dated 10th Eebruary 1898. 

The Government of Bombay is not, however, satisfied with this decision, 
and its representation for additional assignments for new expenditure under 
‘‘Education,” “Civil Works” and “ District Administration” was submitted 
to the Secretary of State with Despatch No. 302, dated 29th September 1898. 

77. In discussing the terms of the new Proyincial settlements for 1897, the Pwjposerf 
Governments of Bengal, Madras, and Bombay had generally ignored or pro- e*^«*^* 
tested against the hitherto accepted priuciples for settlement of the contracts, 
and had examined their probable expenditure not from the point of view of the 
existing standard, but with the object of providing for new outlay on desirable 
objects. Some of the questions of principle thus raised were too far reaching 
to be discussed as part of the process of the periodical settlement of Provincial 
Einance, and were therefore left over for consideration at a later stage. 
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Tlie Goveminent of India and the Secretary of State had long recognised 
that the weakness of the present system of provincial finance lay in the fact 
that the Provincial Governments, subjected to continual demands for increase 
of expenditure, were not equally subject to the restraint imposed by 
their having to find the means of meeting it, the usual solution 
being a request for the assignment to them of a larger share of general 
Eevenues. 

With the object of putting matters on a more satisfactory basis, the Govern- 
ment of India drew up a scheme for making the three most important Local 
Governments (Bengal, Madras and Bombay) responsible for providing for 
large increases of local expenditure by local taxation, and submitted their 
proposals for the consideration of the Secretary of State in Despatch No. 68> 
dated the 3rd March 1898. 

The leading features of the Government proposals were 

(1) that the expenditure on Civil Administration that has to be provided 

out of general Eevenues should be divided into two classes — the 
“general” expenditure on administration, and “local” expen- 
diture, including in the latter category such items as roads and 
communications, most of the Educational and Medical expendi- 
ture, grants for Municipal purposes, etc., etc. ; 

(2) that for the expenditure classed as “local” a specified share of the 

revenue assigned in the Contract of 1897 should be finally and 
definitely fixed, and that in future contract revisions no further 
regard would be paid to any expenditure of the class defined as 
“ local,” the quinquennial adaptation of revenue to necessary 
expenditure being confined to the “ general ” portion of the 
account ; 

(3) that to avoid the dangers of too large resort to supplementary local 

taxation, the proposed assignment for “local” expenditure 
should be made in the form of an assignment of a fixed share of 
certain incremental revenues (Land Eevenue and Excise), subject 
to a fixed adjastment against or in favour of each Province, to 
bring the initial allotment to the standard of local expenditure 
allowed in the present contracts ; and that the Local Governments 
should be left at liberty, either to regulate their local expenditure 
so as to keep it within the limit of the increase in the assigned 
revenues, or to provide for greater increases by development of 
local sources of taxation. 


It was also explained that a local account settled on the basis proposed 
would give the Local Governments an independent financial existence in a 
sense not possible under existing arrangements, and that it would also help to 
enforce a real responsibility in regard to Provincial Public Works undertaken 
by the Local Governments. 

78. In his Despatch No. 125, dated the 28th July 1898, the Secretary of 
State communicated some general remarks on the proposals of the Government 
^roposahregarding Ijidia, and agreed with the Government of India that the proposals should be 
tie general guestion placed before the Local Governments concerned. 

gf Provimnai Same time His Lordship expressed a doubt of the policy of imposing 

too absolute a check on the further growth of expenditure classed as Local, and 
apprehended that difidculfc questions as to fresh local taxation would inevitably 


review of 
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arise nnless tlie limits of permissible local taxation rrere very clearly defined. 

The subject is still under consideration. 

79. In connection with the settlement of the Prorincial Contract of the Reorganisation of 
North-Western Provinces and Ondh in 1896-97, the question of reorganising Finance in 
the finances of District Boards in those pi’ovinces was taken up. 

Local Boards Act of 1883 contemplated the formation in each district of oMh. 
the North-Western Provinces of a separate district fund ; but in actual practice 
all the district funds in the Province were dealt with in the accounts as one 
Provincial Pund, the net deficit of the accounts being made up by a lump 
contribution from Provincial Eevenues. The Boards had thris no incentive to 
economy, and their only object was to obtain as much additional grant from 
Government as possible. The position, in fact, resembled that in which Local 
Governments had stood to the Government of India prior to the Provincial 
Contract arrangements initiated by Lord Mayo. With a view to give each Local . 

Board a separate fnancial position the Government of the North-Western 
Provinces and Ondh, in July 1896, submitted a scheme under which each 
Local Pund was to be started with an equilibrium of Bevenue and Expenditure, 
or a small surplus. The scheme was sanctioned by the Government of India, 
with certain modifications, in letter No. 3888-A., dated 10th September 1896, 
and a special grant of Ex. 40,000 was made to Provincial Revenues to enable 
the Local Government to start tiie scheme. 

80. In 1892 a quinquennial arrangement was made with the Agent to the Ciuasi-Fronineiai 
Governor General, Baluchistan, for the administration of certain services on the 
provincial system. These were (1) the expenditure on all the police and levies 

in the Baluchistan Agency ; (2) the administration of the Bori, Nhetran and Expenditure in 
Zhob Valleys ; (3) expenditure on the Zhob Levy Corps ; and (4) revenue and RaUeikistan. 
expenditure of the Quetta D^trict under certain heads. The arrangement 
made in 1892 expired on 31st March 1897, and in consideriug the terms of a 
new arrangement it was decided to extend the system to the revenue and 
expenditm’e of the whole of the Baluchistan Agency with certain minor 
exceptions. The settlement was made for a period of five years, and its terms 
were stated in Poreign Department letter to the Agent to the Governor 
General, No. 1286 E.-A., dated 12th August 1897. 
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SECTION X. 


Summary of 
remits* 


Loans to Local Bodies. 


8l. Loans made by ObTernment are divided for administrative piirposes into 
two classes— (1) loans by the Imperial Government to Native States, Presidency 
Corporations, etc., and (2) loans by Provincial Governments under the Local 
Loan Scheme. No important transactions occurred under the first class of loans 
during Lord Elgin’s administration, except that in 1895-96 a loan of Ex. 35,000 
at per cent was made to the Maharaja of Cooch Behar, who was in financial 
difficulties. The net amounts advanced to Local Governments under the Local 
Loan Scheme in each of the five years from 1894-95 to 1898-99 were as 


follows 


1894- 95 

1895- 96 

1896- 97 

1897- 98 

1898- 99 (Estimate) 


Bx. 

271,221 

164,097 

829,486 

653,604 

29,100 


1,847,408 


The gross amoimts advanced by the Local 
were as follows : — 


Goveinmehts in the five years 


Ex. 


1. Loans for land improvement and agricultural purposes 

2. Loans under special Acts and loans to land-holders, etc. 

3. Loans to Municipalities, District Boards, etc. 


8,266,922 

127,286 

1,197,979 


4,592,137 


The issues under the first head were unusually large on account of the 
famine. The exigencies of plagoe similarly compelled many municipalities to 
take loans under the Local Authorities Emergency Loans Act of 1897, but the 
total amount of loans under the third head did not exceed the average, as ordin- 
ary lending was restricted to provide the funds required for plague loans. 

Special procedure 82. Under the Tules for the workmg of the Local Loans Scheme prescribed 

for loams payaUe 1889, annual estimates are furnished by the Local Governments and 

to Mim%ctjp(utUes ^ o 

in instaitj^nu. Administrations oi tneir requirements. These estimates frequently include the 
first instalment of large loans to important municipalities, such loans beiug 
generally taken in instalments spread over a number of years. The sanction to 
the estimate of one year thus practically, binds the Government of Tudifl, to 
making allotments in future years. It was considered desirable that such cases 
should be specially dealt with, and accordingly it was laid down in a Eesolution 
No. 1459-A., dated the 20th March 1894, that before sanctioning such loans 
the Local Governments should furnish the Government of T-niBa. with an 
estimate of the- amounts required in the first and each succeeding year, and 
ascertam from it whether any difficulty was to he anticipated in providing the 
necessary allotments from year to year. 

Proposal for 83. The successful Conversion of the 4 per Cent loans into 3-J per cents in 

1894-96 gave the Government substantial relief in the matter of interest charges, 
oonsidered. and the question was raised whether the benefit of this reli^ should not be passed 
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on to municipalities and other debtors of the Gorernment. It was, however, con- 
sidered that it would be premature to take up this question before the 3| per cent 
rate had been finally established as the market-rate. As a result of representations 
made in 1895 on behalf Of the Port Trusts, Calcutta and Bombay, the Govern- 
ment of India thought it advisable to explain their views on the subject, and a 
Eesolution No. 5274- A., dated 5th November 1895, was issued calling attention 
to the misconceptions which prevailed in regard to the terms on which the 
Government were able to borrow and lend. It was poiuted out that the per 
cent rate was not fully established ; that loans at that rate had been raised 
only at a discount ; that the expenses of management represented an appre- 
ciable addition to the interest charges ; and finally that it was a necessary 
condition of the grant of loans to local bodies that the Government should pro- 
tect itself from the risk and depreciation of credit incurred thereby, by charg- 
ing something above the actual cost to themselves of raising the money in the 
open market. 

84. A 3 per cent Government loan was, however, successfully floated in Beduetion ly i yw 

1896-97, and the bulk of the rupee debt of Government at that time stood at Si interett 

per cent. The revision of the quinquennial Provincial Settlements, with effect Provincial 
from the 1st April 1897, was therefore considered by the Government of India a 

fit opportunity for making a change in the rate of interest charged to Provin- ums under 

cial Bevenues on sums placed at their disposal under the Local Loans Scheme, conditions. 

and it was announced in Eesolution No. 862- A., dated the 20th Pebruary 1897, 

that this rate of interest would be reduced from 4 to 3-| per cent with effect 

from 1st April 1897. The rate previously charged by Local Governments on 

their loans to local bodies had ordinarily been 4| per cent. The Government of 

India, while leaving Local Governments discretion to charge a higher rate 

when necessary, directed that in future no new loan should be granted without 

their sanction at a lower rate than 4 per cent, and also pointed out that the 

terms of existing loans were not open to revision in respect of interest as a 

result of the change directed in the Eesolution. 

85. Under the Local Loans Scheme, as sanctioned in 1889, Local Govern- g-rant of loans 

ments eou.ld make loans from the Local Loans Account to Municipalities “ only ^ceai 

for works of public and general convenience and utility, such as drainage, 

water- works, bridges and the like, and not for works which are merely or " qfyubUa 
mainly ornamental or convenient, such as a town hall, public garden or market- ^^^eni^eand 
place.” The above restriction was originally imposed because the money at utuity." 
the disposal of Government for lending purposes was limited. An examination, 
however, of the burden thrown upon Government in past years by the Local 
Loans Scheme showed that it was not unduly heavy, and in response to repre- 
sentations from several Local Governments the Government of India decided to 
withdraw the restriction, and iu 1896 authorised the grant of loans for the 
further purposes referred to, subject only to the special condition of repayment • 
within a period not exceeding 10 years. 

86. Under the orders of 1889 local loans were made repayable within as short Umit of period 
a period as possible, not exceeding 30 years in any ease, and 20 years 

under very special circumstances and with special sanction. Instances having Local Loan 
been brought to notice in which loans repayable in 30 years had been made by ^chmse. 

Local Governments without obtaining the sanction of the Government of India, 
it was definitely ruled in 1896 that no loan repayable in a longer period than 20 
years should be granted, except with such sanction, which would only be granted 
under very special circumstances. 
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SECTION XI. 


cf 

general ImjooH 
duties f cotton and 
certain other 
articles being 
erempt from such 
duties. 


Measures for the 


CtTSTOMS. 

■ 87. As stated in paragraph 2 of Section I, the embarrassed condition of the 

finances in March 1894 compelled the Government of India to re-impose by 
Act Vi II of 1894 the general import duties abolished in 1882. Imports gen- 
erally were subjected to duty at the rate of 5 per cent ; but the duty on most 
classes of iron and steel n as fixed at 1 per cent, and a few articles were exempt 
from duty, the most important being food-grains, machinery, railway material, 
coal, and cotton yarn and manufactured goods. The duty on petroleum, which 
had been fixed at half an anna per gallon by Act II of 1888, was doubled. 

On the introduction cf the Tariff Bill there was much opposition to the 
exemption of cotton manufactures from import duties, and the Secretary of State, 
under whose orders this exemption had been made, agreed to receive a further 
representation on the subject, if after a sufiSlcient interval the financial position 
was found not to improve. 

88. In a Despatch of 31st May 1894, No. 66 (Revenue), the Secretary of State 
levy ofimfort duty advised the Government of India that if they should be forced again to take up 
ZZ. the question of imposing duties on cotton imported into India, they should consider 

measures by which such duties might be deprived of a protective character, and 
that either of the following courses might be adopted to attain this end, namely, 
(1) exemption from duty of those classes of imported cotton goods which clearly 
and directly compete with Indian manufactures, or (2) levy on the latter of an 
excise duty equivalent to the import duty on corresponding goods from abroad. 
Cotton yarn and In December 1894 the state of the finances showed that it was necessary 
goods made ^ procure an addition to the revenue of not less than a crore of rupees, and that 

ghZairate this addition could best be secured by the imposition of import duties on cotton 
of jmyoH duty goods. Accordingly, keeping in view the Secretary of State’s instructions men- 
£xZrdXZmed tioued above, and further telegraphic instructions received from him in December 
at the same rate 1894, two Acts were passed on the 27th December 1894 - one, the Tariff Act 
Zo^ co^so'^^^ Amendment Act, XVI of 1894, by which cotton yarn and cotton manufactures 
produeedin British -wQve made dutiable at the general rate of import duty (6 per cent), and the 
Indian, mills. other, the Cotton Duties Act, XVII of 1894, providing that an excise duty at 
the same rate should be levied on aU cotton yams above count 20 produced m 
mills in British India. 

Import duty on 89. In January 1895 the Secretary of State forwarded a representation from 

dyed cotton tmst ogytain firms of Scotch dyers, that their consignments to Burma of dyed 

ardgarnoflow iij o.,. , . 

counts, temporarily low counts Were placed at an iiniair disadvantage in competiticn with 

reduced to half per Bombay dyed yarns of the same kind imported into that Province, inasmuch 
as the former were subjected to import duty under the Indian Tariff Act, 1894, 
while the latter were exempt from duty under the Cotton Duties Act, 1894. On 
enquiry it was found to be a case in which relief was needed. Accordii^ly it 
was decided that the inequality should he reduced by the levy of an excise duty 
on Indian manufactures imported into Burma, and that pending legislation on 
the subject, the import duty on dyed and coloured twist and yarn of number 
20 an(i.under should he reduced from 6 per cent to | per cent by a Notifica- 
tion under Section 23 of the Sea Customs Act, VIII of 1878. 

90. Subsequently the Government of India took into consideration a repre- 
sentation made to the Secretary of State hy gentlemen interested in cottcn 


eento 


Fwrther changes 
^ 4^ cotton duties 
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manufactures in tlie United Kingdom in wliicli they urged objections to the 
cotton duties levied in India. These were alleged to have had a x^rotective 
effect, in that Lancashire exported to India a certain quantity of yams of counts 
not exceeding Xo. 20, and fabrics woven from such yarns, which paid import duty, 
whereas the same yams spun, and fabrics woven from them, in India were exempt 
from excise. It was also pointed out that in the case of woven goods made from 
excisable counts of yam the Indian manufacturers paid only on the grey yam 
values of the goods, whereas imported articles were charged on the value of the 
goods as completed. To meet these objections two Acts were passed on the 3rd 
February 1896 amending the Cotton Duties Act and the Tariff Acts of 1894, 
respectively. By the former (Act II of 1896) a duty at the rate of 3^ per cent 
was imposed on woven goods of all counts manufactured in the Indian mills, 
while yams of Indian manufacture were entirely exempted from duty ; and by 
the latter (Act III of 1896) similar exemption from duty was allowed on yarns 
of all kinds imported to India, and the import duty on piece-gcods and other 
cotton manufactures was reduced from 5 to 3^ per cent. 

91. Section 22 of the Cotton Duties Act, XVII of 1894, empowers the G-ov- ProMUtory 
ernor General in Council to prohibit by Notification the payment of drawback orders regarding 
on the exportation of yarn or cotton fabrics to any specified foreign port. In issued under tie 
January 1895 the Government of India invited the attention of the Local Mari- Customs and 
time Governments to that section ; iuf ormed them that it was the desire of 

the Governor General in Council that the power therein reserved should be used 
to prevent drawback being allowed in respect of exports to foreign ports in India 
in oases in which the goods after importation at such ports might, without 
hindrance, find their way back into British India ; and requested them to 
furnish lists of all foreign ports on the coasts of each province, indicating those 
to which that condition applied. On receipt of replies from the Local Govern- 
ments addressed, a Notification was issued on the 5th July 1895, under section 
22 of the Cotton Duties Act, XVII of 1894, prohibiting the payment of draw- 
back on the exportation of yarn or cotton fabrics to the ports in the States of 
Travancore and Cochin, the ports of His Highness the Gaekwar of Baroda, the 
ports of the Thakur of Bhavnagar, the ports of the Nawab of Cambay, the ports 
of the Nawab of Habsan, the Portuguese Indian port of Din, and certain ports 
in Kutch and Kathiawar. 

Two further Notifications were issued on the 16th November 1895 ; one, 
n-ndpr the Sea Customs Act, VIII of 1878, directing that the ports of Goa and 
Daman should be added to the list published in the Notification of May 1879 of 
foreign ports in India in respect of which the payment of drawback upon the 
re-exportation of goods, the transhipment of goods liable to customs duties on 
importation, and the shipment for exportation of warehoused goods were 
prohibited ; and another, under the Cotton Duties Act, XVII of 1894, prohibit- 
ing the payment of drawback upon the exportation of yarn or cotton fabrics to 
the foreign ports of Goa and Daman. 

92. In August 1894 the Government of India directed the adoption Sevised instrm- 
at all Tudian ports of the practice of the Customs authorities at Bombay 

in respect of two points connected with the administration of the Indian 
Merchandise Marks Act, IV of 1889. The practice in respect of these two administration 

. , <jf the Indian 

was . Merchandise 

(1) that goods bearing the names of British or British Indian firms were ^a^hs Act, 1889. 
detained unless the origin of the goods was indicated on the same 
label as that on which the name appeared, and 





(2) tliat the indication of the country of origin, as well as of the names 
of the shippers, was required to he placed on the capsules and 
corks of bottles of wine and other liquors as well as on the labels. 


Revised Customs 
Qrrangefneni for 


in hand tliTO'ugh 
British India to 
Kashmir and 
Jammu* 


In 1896 it was decided to define the orders more clearly, and revised instruc- 
tions for the guidance of Customs officers were accordingly issued with Eesolu- 
tion No. 2914-S.B., dated the 6th July 1896. ■ 

93. Under Article 9 of the Treaty with His Highness the Maharaja of 
Jammu and Kashmir, dated the 2nd May 1870, the Government of India agreed 
to levy no duty on goods transmitted in bond through British India to Eastern 
Turkistan, or to the territories of His Highness, and it was arranged in respect 
to goods transmitted in bond through British India to Kashmir and Jammu 
territory that a certificate should be given at the British Customs-house, per- 
mitting refund of a specified amount of duty on arrival of the sealed package 
at Jammu, Srinagar or Leh. In December 1896, and again in April 1897, it 
was brought to the notice of the Government of India that under this arrange- 
ment considerable loss was being caused to the Government of India through 
the re-import into British India, without payment of duty, of silver which 
had been imported duty-free through British India into Jammu, the silver 
having been declared on import into British India to be for transit to Turkistan, 
although Jammu is not a trade route to that country. The Government of 
India were about to address the Kashmir Durbar on the subject when the State 
Council proposed to impose a duty of 2 per cent on imports of bar silver. 
The Government of India suggested as an alternative that the Durbar should 
agree to the Government of India levying, on behalf of the Durbar, upon goods 
transmitted to Jammu and Kashmir in bulk and without being opened, the 
duties from time to time leviable in British India under the Indian Tariff Act ; 
the sums so collected to be accounted for and paid over to the Durbar, and not 
to the" importer. It was thus proposed to restrict the return to British India of 
goods from Jammu which would defraud the Government of India revenue, 
while payments made thereunder to the Durbar at Srinagar would not interfere 
with the Turkistan trade, as the Durbar would continue to refund customs 
duties to the importer at Leh upon goods arriving there without breaking bulk. 
The Durbar finally accepted this proposal, and steps have since been taken to 
carry it out {vide Despatch to Secretary of State, No. 87 (Einanoial), dated 
24ith Eehruary 1898], 
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SECTION XIL 
Opim. 

94. The principal events of importance during Lord Elgin’s Viceroyalty in Report of the 
connection vitli the administration of the Opium Department have reference Opium 
to the reforms introduced in accordance vrfth the recommendations made by GeneTJoonksions 
the Eoyal Commission on Opium presided over by Lord Brassey. This Com- arrived at by the 
mission was appointed by Her llajesty’s Government in September- 1893 to ^e^ofthe 
enquire into the matters referred to below ; and their Report was forwarded to Government of 
the Government of India by the Secretary of State in May 1895. i“dia thereon, 
general conclusions arrived at by the Commission on the several questions 
referred to them for enquiry were the following : — 

I. That the prohibition of the growth of the poppy and the mamifacture 

and sale of opium in Britisli India, except for medical purposes, 
had not been shown to be necessary or desirable, or to be demanded 
by the people of the country. 

II. That the existing arrangements with the opium-producing Native 

States of India, whereby such States are allowed, on payment of 
an Imperial pass duty, the privilege of transit of opium produced 
in their territories for export from Bombay, could not with justice 
be terminated except by volxmtary agreement, which, if obtained 
at all, would involve large pecuniary compensation both to the 
States and to private individuals, and a heavy loss of public 
revenue to the Government of India. 

III. That the finances of India are not in a condition to bear, nor would 

the people of India be willing to pay, the charges for compensa’ 
tion, the cost of the necessary preventive measures, and the loss 
of revenue which would result from the adoption of a policy of 
prohibition. 

IV. (a) That the State monopoly system obtaining in Bengal is the best 

for regulating the production of opium in British India. 

(6) That the regulations for the consumption of opium might 
be amended in various particulars. 

(c) That recent arrangements for restricting consumption in Burma 
(described in paragraph 106 below) should be te^ed by 
actual practice. 

V. That there is no evidence of extensive moral or physical degradation 

among the people of India from the use of opium ; that the 
drug is used for non-medical and quasi-medical purposes, in some 
cases with benefit and for the most part without injmious conse- 
quences ; and that the non-medical uses are so interwoven with 
the medical that it would not be practicable to draw a distinction 
between them in the distribution and sale of the drug. Opium 
smoking, the Commission added, was Little practised, in India, and 
was considered a disreputable habit. 

The Government of India and the Secretary of State concurred in the 
above views, from which only one out of the eight members of the Commission 
dissented , — vide Despatches to and from the Secretary of State, dated 19th 
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Reooi'omendations 
made by the 
Commission and 
action taken 
thereon. 


I ntrod action of an 
assammar system 
of dealing vith 
poppy cultivators 
in the Behar Opinm 
Agency, and the 
question of fully 
developing that 
system in the 
Benares Agency. 


October 1895, No. 305 (Pinancial), and 12tli December 1895, No. 139 
(Devenne). 

95. In respect of two matters the Commission made definite recommenda- 
tions, viz-i the administration of tlie Bengal Opinm Department and tbe ques- 
tion of opiTim smoking. Witb regard to tbe former, tbe Commission was of 
opinion that tbe full development in tbe Benares Opinm Agency of tbe system 
of dealing direct witb tbe poppy cultivators, tbe extension of tbe same system 
to tbe Bebar Agency, and tbe better payment of tbe inferior native officials 
known as tbe kotM (opium office) establisbments, were desirable reforms. As 
regards tbe latter, it was suggested (1) that tbe prohibition already existing in 
some Provinces in respect of the bcensing of shops for tbe sale of preparations of 
opinm used for smoking should be universally applied, tbe manufacture of 
snob preparations being only allowed, in restricted quantities, by private in- 
dividuals for their own use, and (2) that tbe desirability of taking legislative 
measures to prohibit tbe use of premises as smoking saloons by tbe public 
generally or by so-called clubs should be considered. 

Tbe action taken on these recommendations is described in tbe following 
paragraphs. 

96. Previous to tbe Commission’s Beport, the defects in tbe system then 
obtaining tbrongbont tbe Bebar Opinm A gency of dealing witb poppy culti- 
vators through middlemen (kbatadars) bad attracted tbe attention of tbe 
Government of Bengal, and that Government bad, in April 1895, submitted 
proposals to tbe Government of India for tbe assimilation of tbe system in 
Behar to that existing in tbe Benares Agency, and for tbe abolition in the 
former Agency, at tbe option of tbe cultivators, of tbe practice of dealing 
entirely through representatives. After careful consideration of tbe proposals 
of tbe Local Government and the recommendations of tbe Boyal Commission 
on tbe subject, tbe Government of India, in letter No. 4206-S.B., dated tbe 
30tb August 1895, authorised tbe experimental introduction into selected sub- 
divisions of tbe Bebar Agency of a scheme for making payment to tbe poppy 
cultivators, for opium debvered, either direct or through a representative, at the 
cultivators’ option ; and at tbe same time affirmed tbe desirability of developing, 
as soon as it might be practicable, throughout both Agencies, a system of direct 
dealing for settlements and advances as well as for payments, in so far as this 
might be desired by tbe cultivators themselves. In letter No. 1437-S.B., dated 
tbe 27tb March 1896, an experimental trial in selected tracts of Bebar (Barbi, 

*».«., pajmests made to cnitivators indivi- Adapur and Phulwari) of the system of 

assamiwar payments * to the cultivators 
was determined on, and sanction was given to tbe deputation of an experienced 
officer of tbe Opinm Department to supervise tbe working of tbe experiment and 
to study tbe whole question. 


The officer selected for this special duty was Mr, A. G. Tytler, C.I.E., 
and it was found that, excepting in Barbi, tbe conditions of which difPered 
from tbe rest of tbe Bebar Agency, tbe cultivators in that Agency were 
not generally prepared to attend personaUy at tbe opinm kotUs to receive 
payments direct from gazetted officers of tbe Department, but preferred to 
receive them through representatives (kbatadars) ; and that aU that they desired 
was that their accounts should be adjusted separately instead of in a lump by 
each “ khata” (or group) so that each man might be paid m full for tbe amount of 
opium produced by him, instead of beiagmade liable to deductions on account of 
tbe fmlnre or insufficient production of -bis neighbours, as hitherto. Accord. 
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inffly, an “ intermediate assamiwar svstem ” was devised, wMch follows a 
nnVldle course between the khatadari system obtaining in the Behar Agency 

the assamiwar system obtaining in Benares, its fundamental principle being 
to make payments in full for each cultivator, but through their khatadars. 

Any cultivator who chooses to attend personally at the weighments wiU, how- 
ever, under the system, as now worked, have the opportunity of having the 
correctness of the payment made to him by the khatadar tested. At the 
instance of the Government of Bengal the trial of this new system in the 
Aliganj sub-agency of Behar was sanctioned by the Government of India for a 
period of one year with effect from 1st September 1896. 

97. The reports of the local authorities on the results . of the two experiments 
thus sanctioned were received by the end of 1897. It was shown that in two 
out of the three tracts m which an assamiwar system after the fashion of that 
in vogue in the Benares Agency had been tried, it had proved a failure ; while 
the working of the “ intermediate system ” in Aliganj had up to date been 
completely successful. It was accordingly recommended by the Bengal 
Government that the Benares system should, as regards Behar, be maintained 
only in Barhi, where it had proved a success ; and that as regards the rest of 
the Behar Agency, no final decision should be taken until the effects of the 
“intermediate system” had been further tested, the system being meanwhile 
continued in Aliganj. 

Certain subsidiary proposals were also submitted by the Government of 
Bengal in this connection with reference to the grant of increased rates of pay 
without commission (in lieu of the then existing rat^ of pay plus commission) 
to the whole of the ofS.ce and kolM establishments employed in the tract worked 
under the intermediate system, the rates of remuneration to be allowed to 
khatadars under the intermediate and assamiwar systems respectively, the 
responsibility to be imposed upon them in respect of the recovery of out- 
standiug balances from defaulting cultivators, and the grant of co mmis sion to 

zilladars * in respect of excess cultivation 

* A zilladat in the Opinm Department JS a , , j j 

super«sor of cultivation. over a giveu Standard.. 

In letters Nos. 1421 and 2196 Ex., dated respectively the 26th March and 
13th May 1898, the above proposals have been generally approved in principle 
by the Goveinment of India ; the “ intermediate system ” has been provisionally 
accepted as the one best suited to the conditions of the Behar Agency generally ; 
and, with reference to a supplementary and further report received from the 
Government of Bengal, its extension to two new Sub-agencies has been author- 
ised, and it has been decided that its further application should be gradual 
so as to ensure our officers bemg able to carry it out to advantage. The atten- 
tion of the Bengal Government has at the same time been drawn to certain 
defects in the working of the assamiwar system in the Benares Opium Agency 
which were disclosed by the enquiries instituted in connection with the ques- 
tion of applying that system to the Behar Agency ; and it has been asked what 
steps it considers necessary to remedy them so as to carry out the recommenda- 
tion of the Royal Commission that the system of direct dealii^ with cultivators 
'Should be fully developed. 

These proceedings were reported to the Secretary of State in Despatch 
No. 116, dated the 6th May 1898, and have been approved by His Lordship. 

QR In reeard to the question of the better payment of kolhi establishments. Better payment of 
a report tlie present position of affairs and an expression ot the views oi the establishments 
Government of Bengal on the recommendation made- on the snbiect by the to the 
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Benares and Behar Eoyal Opixmi Commission ■were called for in November 1896, and final 
Opium Agencies, py^pog^ig are awaited. In the meantime, as observed in the last paragraph, the 
question of the better payment of the hoti>i as well as of the ofS.ce establish- 
ments attached to both the Behar and Benares Opium Agencies, and their 
general remuneration by fixed salaries instead of, as is now the case, partly by 
salary and partly by commission on the amount of opi-um with which they have 
to deal, has come under consideration in connection with the revision of the 
Behar system, of dealing 'with the cultivators ; and in their letter of 25th March 
1898, No. 1421-Ex., above referred to, the Government of India have provision- 
ally indicated certain revised rates of pay proposed by Mr. Tytler for both 
classes of establishments as likely to afford a satisfactory solution of these 
questions. 

Amendment of the 99. With reference to the Commission’s recommendation for the prohibition 
R^rso throughout India proper of the sale of preparations of opium used for smoking 

piohihit the sale of and the restriction of the possession and manufacture of such preparations by 
individuals for their private consumption. Local Governments and Administra- 
to restrict their tions (other than that of Burma, where opium smoking is the common form of. 
man^^urrhy indulgence) were asked in Resolution No. 6460-S.E., dated the 19th November 
indindtiaisfor their 1895, to Submit for the approval and sanction of the Government of India any 
eri *** alterations in the Pro'vinoial Opium Rules that might be required to give effect 
certafe ^her to the measure ; and the Rules have since been revised with that object, 
administrative jn effecting the revision of the Rules in this connection, advantage has also 

refoims. taken to introduce into some Provinces certain administrative reforms ■ 

which were found to be necessary : — 

^1) Under the Rules formerly in force in Bengal, the North-Western 
Provinces and Oudh, the Punjab and Assam, certain concessions 
in regard to the import and possession of foreign opium were 
allowed in favour of travellers, visitors and horse-dealers, entering 
India from foreign countries. In Resolution No. 1784-S.R., 
dated the 21st April 1896, it was decided that the definition of 
“ India ” contained in these Rules should be so worded as to in- 
clude therein the territories of Native Stat^ as well as the Erench 
and Portuguese Indian settlements. It was also intimated that 
the concessions allowed to foreign travellers, visitors and horse- 
dealers in respect of the import and possession, free of duty, of 
opium produced out of India, were unnecessarily large, and that 
they should be restricted, in the case of travellers and visitors, to 
persons of rank and position only, and be safeguarded by the 
grant of passes or other suitable means ; while, in the case of 
horse-dealers, though the possession of opium in greater quantities 
than is allowed under -the ordinary Rules might be permitted, 
such opium should be made liable to payment of duty on import 
in the 'ordinary course. The Opium Rules of the Provinces 
named above, and those of Burma also, were amended with refers 
enoe to these considerations. 

(2) The Rules in force in the Baluchistan Agency, which had originally 
- been of a simple and- somewhat primitive character, were made 

more complete and systematic. 

(3) Revised Opium Rules have been sanctioned for Berar in view to 

placiug Uie arrangements for the import and vend of opium in 
that Province pn a more satisfactory footing. 



47 


100. In the Resolution of the 19th NoTember 1895, q^uoted above. Local Proposed 
Governments and Administrations vrere also asked to furnish the Government 

of India with then* opinions as to the possibihty or advisability of undertaking 8 ^ 10008 . 
legislation against the use of premises as smoking saloons either by the public 
generally or by so-called clubs, as suggested by the Royal Opium Commission. 

Their replies, which were received by the beginning of 1897, showed tlmt the 
consensus of opinion was against such a measure, mainly on the grounds 
(1) that it would become a means of extortion and oppression on the j>art 
of subordinates in the Police and Preventive Departments, and (2) that it 
might result in making the practice of opium smoking in private more general 
than it had hitherto beer. The Government of India, after a careful considera- 
tion of the whole case, reported to the Secretary of State in Despatch No. 137, 
dated the 25th lilay 1897, that it was at pi*esent undesnable to undertake penal 
legislation against opium smoking in saloons and clubs. They pointed out 
that the measures which had been already taken against the sale of preparations 
of opium used for smo kin g, supplementary as these were to the proliibition 
imposed in 1891 in respect of smoking on shop premises, were calculated to 
extinguish the practice gradually ; and that their effect should be watched before 
fm-ther steps were taken. In the event of its being eventually found that 
the habit of smoking opium had not been checked by these measures, they 
promised to reconsider the position. This decision was concurred in by the 
Secretary of 'State in his Despatch No. 115 (Revenue), dated the 22nd July 
1897. 

101. In 1888 it had been decided by the Government of India to restrict the Decline in the 
area of poppy cultivation in the Benares and Behar Opium Agencies so as to 

give a normal production of 57,000 chests of Provision opium a year with a opiu^ 

normal reserve of 80,000 chests. Subsequently, however, a series of bad seasons nwintwning 

had materiaRy diminished the production, and in consequence of the discour- r^nired 

agement thus caused to cultivators, the area of land under cultivation had fallen standard. 

off, so that during 1894 it had been found possible to arrange for the sale of 

only 42,300 chests, and this by completely exhausting the reserve. \Pinally, 

the crop of 1893-94, which in the ordinary course would be available for sale in 

1896, promised to be the worst on record, the total outturn being expected to 

amount to not more than 32,000 chests, including Excise opium. Under these 

circumstances remedial measures were necessaxy to prevent the Government 

losing its hold on the China market, and in 1894 the Government of Bengal 

submitted the following proposals for effecting the object desired : — 

(1) That the system of purchasing Malwa opium for Excise purposes, 

which had been in force prior to 1886, should be revived so as to 
release a corresponding quantity of Bengal opium for export ; and 

(2) That the price paid for crude opium to poppy cultivators in the 

Behar and Benares Opium Agencies should be raised from E5 to 
E6 per seer. 

102. The purchase of Malwa opium for Excise purposes was sanctioned by the Eevivai of the 

Government of India in May 1894, and a special officer has since been annually Malwa 

deputed to Indore to arrange for such purchases on behalf of Government to the opium for Excise 
extent genei’ally of 3,000 maunds annvm. "j purposes. 

In 1895 it was suggested by the Government of Bengal that the arrange- 
ments for the purchase of Malwa opium for Excise purposes should^- be placed 
on a more permanent footing ; but it was pointed out by the Government of 



4.8 


m letter No. 3148-A., dated Mb. July 1896, that the resumptiou of these 
purchases was only a temporary measure, which it was intended to discontinue 
as soon as a sufficient reserve of provision opium has been established. 

Enhancement of the 103. The enhancement of the price of crude opium to poppy cultivators in 

price paid to poppy ‘R ati g al from E5 to E6 per seer was sanctioned in June 1894, the Government of 
Ben'^UorOTude observing at the same time in letter, dated 7th June of that year. No. 2903-A., 

opium. ibad no desire to extend the area of cultivation or the annual sale of 


Enhancement from 
E7-4 to R8-8 per 
seer of the cost price 
of Bengal opium 
charged to the 
Excise Department 
of the Provinces in 
which such opium 
is consumed. Con^ 
sequent increase of 
the Treasury selling 
prices of such opium 
in Bengal and 
Burma, and of the 


opium beyond the scale which had been decided on in 1888. 

104. In Provinces in which Bengal opium is used for Excise purposes the 
“ Opium ” revenue is credited with an amount approximating to the cost price 
of the drug, the remaining revenue derived therefrom being an “ Excise ” receipt. 
The amount thus credited to “ Opium” was, consequent on the enhanced pay- 
ment to cultivators above referred to, raised, from 1st July 1896, from E7i to 
E8| per seer, and as a result of this increase the issue prices of BengaP opium 
at Government treasmdes in Bengal and Burma were likewise raised by El per 
seer iu each case. 

The import duty on opium brought into Upper Burma from China and the 
Chinese Shan States was likewise raised from E16 to El7 a viss of 3'661b ; and 


taiationou Chinese g, corresponding transport duty was imposed on opium brought from the British 
MnsT^ed iTthT S b^ u States. These arrangements were, as regards Burma, brought into force 


latter Province. in 1896. 


'Eegnlation of 
poppy cultivation 
in Bengal with, 
reference to a 
revised standard of 
production. 


106. The question of permitting the extension of poppy cntivation in Bengal 
and the North-Western Provinces and Oudh, .and of revising the standard of 
production, which had been fixed at 67,000 chests of Provision opium per 
annum in 1888, came under the consideration of the Government of India in 
1896. In a Eesolution No. 2439-S.E., dated the 8th June of that year, it was 
laid down that the area of cultivation should, as far as possible, he fixed so as 
to produce 54,000 chests of Provision opium, in addition to the quantity of 
Excise opium required annually for consumption in British India, this being 
estimated at 7,000 or 8,000 maunds at 90° consistence. The fixing of a specific 
quantity of opium to be held as a reserve stock was at the same time aban- 
doned. If in any year the actual production was more than sufficient to turn 
out 54,000 chests of Provision opium, the balance would be held in reserve to 
meet future demands. 


Speciftl opium 
arrangemeuts in 
Burma. 


106. The foEowing special arrangements in regard to the possession and 
consumption of opium are in force in Burma : — 

(1) Burmans in Upper Burma may not possess opium except for 

medical purposes. 

(2) The same restriction applies to Burmans in Lower Burma save in 

regard to those who have been specially registered as opium 
consumers. 

(3) Non-Burmans may possess opium, subject to the limit of possession 

laid down in the Provincial Opium Eules, for private consump- 
tion. 

(4) Travellers of distinction entering Burma by land may possess opium 

produced in the Shan States, or out of India, which they have 
brought with them for private consumption. 

(6) Persons to whom special licenses have been granted may possess 
opium in accordance with those licenses. 


The prohibition of possession of opium by Burmans, save for medical pur- 
poses, had always been enforced in Upper Burma ; and in 1894 it was applied to 
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Lower Burma also, ■with, the proTiso aboTe referred to in respect to registered 
consumers, to avoid inflicting hardship on those Burmans who had become 
addicted to the use of the drug. Burmans who have failed to register themselves 
on the new system being introduced, come under the general rule of prohibition. 

This measure was followed by the fixing of a limited number of places in 
Lower Burma at which opium might be sold either .in licensed shops or by direct 
Government agency, the maximum amount of opium to be sold yearly at each 
place being at the same time fixed. 

To prevent the illicit supply and consumption of opium a special Excise 
establishment was sanctioned in August 1894, as an experimental meastu-e, up 
to the 31st March 1896 ; and this sanction has since been extended up to March 
1899, and the establishment has been somewhat further strengthened. It 
appears questionable, however, from the reports received up to date from the 
local authorities, whether any marked success has as yet been achieved in the 
suppression of the illicit trafldo in opium which is known to be carried on in 
Burma ; and in connection with a proposal recently submitted by the Local 
Government for the modification of the existing arrangements for the vend of 
opi'um in certain localities, the Government of India, in letter jSTo. 6559-Ex., dated 
24th December 1897, discussed the working of the policy adopted in 1893 in 
respect of the possession and use of opium by Burmans in Lower Burma, and 
called for a further report on the subject by the Local Government. 

107. In Eoreign Department letter No. 180-P. 0., dated 3rd November 

* 1894, His Highness the Amir of Afghanistan was informed, -with reference to ^ 

enquiries which he had made on the subject, that consistently with the main- 
tenance of the Indian Excise system with respect to opium, and subject to the 
payment of any import duty that the Government of India might think fit to 
impose, facihties would be given to him for the export to, and sale in, India of 
opium produced in his territories, and that there would also be no objection to his 
exporting such opium from Calcutta to China, provided that it was packed for 
transit in the same way and paid duty at the same rate as Malwa opium 
similarly exported from Bombay. No practical result has, however, yet ensued. 

108. It is the policy of the Government to fix the rates of pass duty on Variations in tKe 
Malwa opium at the maximum amount which the trade can legitimately 

bear. On the 6th July 1890 the rates had been fixed at E625 a chest (each exported by sea 
chest contains 140 lbs. or 70 seers) on opium weighed at Ajmere and E600 a 2«>“^bay. 
chest on opium weighed at other places. In consequence, however, of the heavy 
fall in the exchange value of the rupee after January 1894 and the increase 
in the price of Bengal Provision opium due to short supply, the price of Malwa 
opium in Bombay had risen by about E200 per chest between January and 
July 1894. Under these circumstances the Government of India, on the 11th 
December 1894, sanctioned an enhancement in the rates of duty by E50 a chest* 

After the above enhancement, prices advanced considerably, but the exports 
began to steadily decline. Enquiries made went to show that the higher 
prices were due rather to a depletion of the reserve stock of opium in Malwa 
and to a decrease in the annual outturn of the drug there, than to any increase . 
in the dp^Tnfl.-nd in China; and it was deemed advisable, both in the interest 
of the Government revenue and of the opium trade, to restore the rates of duty 
obtaining before December 1894. This decision was carried into effect on 23rd 
July 1895. 

. The restoration of the former rates was, however, not sufficient to arrest 
the steady decline in the trade, which was assisted by the smaller rupee price 
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obtained consequent on the closing of the mints and the rise in value of the 
rupee, as compared with dohars and taels, in which transactions are carried on in 
China. The competition of the Chinese opium prevented these from rising in 
proportion. Accordingly, with the previous approval of the Secretary of State, 
the rates were further reduced by RIOO per chest with effect from 27th October 

1897, and they at present (December 1898) stand as follows : — 

S 

Upon opium weigted at Ajmere • • • • 525 per chest. 

at other scales • . . • 500 


Control and 
taxation of opium 
in the Punjab. 


Abolition of the 
jminimum 
guaranteed vend 
system in the 
Baioda State. 


109. Prior to 1895 tbe control of, and taxation on, opium in the Punjab 
were inadequate, and the question of improving the Provincial system of Excise 
in respect to the drug had been for some time under consideration. It was 
decided in October 1896 to impose, with effect from 1st April 1896, a duty of 
E2 per seer upon aU opium imported into the Punjab, other than Malwa opium, 
on which a duty of E3 per seer was already payable. In Government of India 
letter No. 4712-8. E., dated 2nd October 1896, the Punjab Government was at 
the same time directed to consider the desirability of bringing opium produc- 
tion within the Province under more adequate control ; and the restriction of 
poppy cultivation and the substitution of a quantitative duty for the existing 
system of acreage taxation were suggested. 

In pursuance of these instructions the Punjab Government decided to 
restrict the cultivation of the poppy to selected tracts with effect from 
the 1st September 1897 ; while, on 1st April 1898, the import duty on Malwa 
opium was raised from E3 to E4 per seer. The Government of India have 
accepted the opinion of the Local Government that acreage duty is for the 
present the best means of taxing bome-grown opium in the Punjab, and pro- 
posals to enhance this duty have been held over until the Province is in a 
better position to dispense with external supplies from Malwa and Bengal 
{vide letter to Punjab Government, No. 1385-Ex., dated 23rd March 1898» the 
remarks in which were accepted by the Local Government). 

110. Under agreements dating so far hack as 1820, the Baroda State enjoys 
the right of growing opium in its territories for local constunption and for 
export to China, and of making its own arrangements for the retail vend of 
opium in its territories. It is, however, hound not to allow its opium culti- 
vation to exceed what is necessary for these purposes, and to regulate its sale 
prices so as not to he detrimental to the British opium revenue. The reten- 
tion of the minimum guarantee system of opium vend in Baroda, after its 
abolition in Bombay in 1892, gave rise to complaints by the Bombay authorities, 
for under this system the Baroda opium farmers were required to pay duty on 
a certain minimnm quantity of opium, even though their actual sales fell short 
of that amount, and were therefore nnder the temptation to dispose of their 
stocks illicitly in British territory. Accordingly, on the representation of the 
Government of Bombay, this system was abolished by the Baroda authorities in 
1896. 


Employment of a 111. It having been f ound that there was an extensive and successful 

smuggling opium from the Native States in Eajputana and Central 
prevention of India into British territory, which could only be effectively broken down by 
SteSf arrangements for tracking and watching the smugglers in the native . opium 
territory from tie tracts from which they conducted their operations, the Government of 
rfinw Mia ^ Despatch of 4th March 1896, No. 62, to employ, as an experi- 

and Bajputana. mental measure for two years, under the supervision of the Central Special 



61 


Brancli of the Thagi and Dakaiti Department, a special detective agency irhose 
duty would be the collection of such information in the opium markets and 
centres of opium production in Native States in Central India and Eajputana 
as would enable the officers of Government to take action with success against 
smugglers on their arrival in British territory. It was not contemplated that 
the new agency should institute proceedings against intending smugglers within 
the territory of any Native State, and special care was to be taken to prevent 
the agency from becoming a source of possible friction with the Dnrbars. On 
receipt of the Secretary of State’s sanction this special detective agency was 
organised with effect from the 1st July 1896. The agency has already done 
much good work, and is to be maintained on its present footiag till March 
1899, by which time the. question, of its further retention or otherwise will have 
been considered. 

112. In November 1895 the Government of Bengal submitted memo- Eevisioa of the 
rials from nearly all the officers of the Opium Department, containiug requests 

for improvement in their position and prospects. The most important question Opium 
raised in this connection was that of salaries, and the Government of India, l^epartment. 
after correspondence with the Government of Bengal (letter No. 3262-Ex., dated 
SOth July 1896), addressed the Secretary of State on the subject in Despatch 
No. S73, dated 30th December 1896. They represented that the existing scale 
of salaries was too low to attract officers of the stamp desired, and submitted 
the following proposals : — 

(1) That a new grade consisting of two appointments with a pay of 

*The pay of tho highest existiug grade was ^1.000 a month should be 

created,* the total number 

of appoiatments in the Department remaining unaltered. 

(2) That to obviate stagnation in promotion, the pay of the officers of ' 

the Department should gradually rise, according to length of 
service, from E200 to S600 ^er mensem, 

(3) That thereafter all increase of pay should, as formerly, he dependent 

upon the occurrence of vacancies in the four highest grades of the 
service (R^OO to R1,000). 

This scheme, having been approved by the Secretary of State, was brought 
into effect on 1st April 1897. 

113. Under the system at present in force for the recruitment of the Opium Modification of the 
Department every fourth vacancy is filled by the appointment of a native of 

of pure Asiatic descent and the remainder by Europeans or Eurasians on 0piuii”Drp8rtmeL. 
the result of competitive examination among a limited number of nominated 
candidates. The Government of Bengal represented in May 1895 that this 
system had not produced an altogether satisfactory class of European recruits, 
and suggests that these should, hereafter he obtained from England. After 
a careful consideration of the subject, the Government of India, in letter 
No. 4498-Ex., dated 20th October 1896, adhered to the view which they had 
taken on a former occasion, that the strength and prospects of the Opium 
Department were not such as to admit of its being successfully recruited from 
•p-ngTarnlj oT to iuduce meu of the class desired to come out to he examined in 
India. The Bengal Government was accordingly informed that the Depart- 
ment must continue to look for its European and Eurasian recruits to young men 
who h ad been brought up in India or who had adopted it as their home. At 
i&d Fa.mpi time various suggestions were made with a view to increasing the 
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Disposal of 
confiscated opium. 


number of desirable candidates and making the exam i nation one of a less 
purely literary character. These have been accepted by the Local Govern- 
ment, and will shortly be brought into force. 

114. In February 1898 the Government of India requested all Local Govern- 
ments and Administrations to adopt the practice, already in force in the North- 
Western Provinces and Oudh and Bengal, of sending confiscated contraband 
opium, which is fit for human consumption, to the Opium Factories at Patna 
and Ghazipur, instead of disposing of it locally. Petty seizures not exceeding 
6 tolas in weight were, however, excluded from this direction. The object in 
view was to utilise this contraband opium, which is generally of an inferior 
description, in the subsidiary processes of manufacture at the Factories, thereby 
setting free good provision opium which would otherwise have to be used. 
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SECTION XIII. 

Salt. 

115. In October 1892 tbe fisMng community in tbe South Canara District Concesiionsto 
appealed against the orders of the Goyemment of Madras declining to withdraw‘^J“J®''***^^® 
the prohibition against the use of salt-earth for fish-curing purposes. After con- Fresidenei/* 
siderable discussion of the subject it was decided that the concession asked for by 

the petitioners could not, in the interests of the revenue, be granted ; but in 1894 
the Madras Government reduced the price of salt issued to fishermen in South 
Canara from 12 to 10 annas a maund, and determined to bear the cost of the 
construction and upkeep of all fish-curing yards in the district and to add to 
their number whenever necessary. 

In 1896 the issue price was further reduced to 6| annas per maund, and in 
1897 the principle that the upkeep of fish-curing yards should be a charge on 
Government, and not on the curers, was applied to the Presidency generally. 

116. In 1894 the Madras Government proposed the enactment of a law mak- Proposed 

ing the sale of salt by weight iastead of by measure compulsory in aU retail 
transactions. The chief grounds for the proposal were that, as the ^s, wigu i»ste^ 
levied by weight, sale by measure tended to bring about an unequal incidence meamrein ^ 
of taxation on the consumer ; that it also afforded opportunities of defrauding * 

an ignorant purchaser ; and that light salt which measure-sales favoured was 
generally of an inferior quality. 

The Government of India^ in their letter No. 3175-S.E., dated 26th June 
1894 (Enancial), negatived the proposal. They pointed out that it was undesir- 
able to interfere in matters of buying and selling, which the people are generally 
well able to look after for themselves ; that the legislative interference proposed 
would prove a fruitful source of extortion and interference with private trans- 
actions ; that traders can, if so disposed, cheat as easily in waght as in measure ; 
and that no necessary connection between the weight and purity of salt 
had been shown to exist. With reference to the competition of light Bombay 
salt in the Madras markets which the Madras Government had referred to, it 
was added that, as Madras and Bombay salt paid the same rate of duty, such 
competition was not to be deprecated. 

117. To prevent the smuggling of salt produced in Portuguese India into Measures for 

British territoiy, the import by land of Daman salt was prohibited in January ^ 

1896, while in March of that year Goa salt was allowed to be brought into Portuguese salt 
the Bombay Presidency only by certain specified routes. 'pledd^^^ 

118. Under the recommendation of the Madras Salt Commission of 1876, the WorUeg oftJte 
manufacture and sale of salt in that Presidency as a Government monopoly 

had been largely superseded by private manufacture under an excise system, j,, 

This system has, however, owing to the general poverty of the salt manufacr PreMeneg. 
turers and th e ir dependence on capitalists, whose interest it is to manipulate 
the salt market to their own advantage, failed to secure the advantages in 
respect to cheapening the price of salt and improving its quality which were 
expected of it. A reversion to the monopoly system has accordingly been sanc- 
tioned in some important factories, and under the policy explained in Govern- 
ment of In d i a Despatch No. 162 (linanoial), dated 18th June 1895, similar 
revafsions will be encouraged in other excise factories in which a large 
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Measures to 
improve tie Salt 
JBevenue in Lower 
Burma. 


Brovin cialisaiion 
of Burma Salt 
JReceij^ts. 


Bepeal of the 
Inland Bonded 
Warehouses Act, 
XXIofmr.h^ 
Act XII of -1896. 
Concessions in 
rega/rd to dutg on 
salt for inland 
ssnsumption* . 


proportion of the licensees are willing to accept the change without demanding 
compensation. 

As a check on the excise factories still existing, the Madras Government 
manufactures and accumulates stocks of salt which it holds in reserve to he 
brought on the market in the event of an undue rise in the price of the excise 
article. Improved measures for keeping this reserve fresh by periodical sales 
are at present under discussion with the Local Government. 

As a result of these measures, the rise of prices which had been concomi- 
tant with the extension of the excise system has been satisfactorily checked. 

119. In 1894 the attention of the Government of India was drawn to a con- 
siderable f alling off in the consumption of salt in Lower Burma. The duty on 
salt produced within the province is mainly realised from license fees on the 
pots and cauldrons used in salt manufacture, which are supposed to be 
regulated so as to approximate to a tax of fil a maund on the salt produced, 
the amount paid as duty on imported salt. In 1895 the Government of 
Burma reported that the composition rates for pot and cauldron licenses had 
been raised ; that manufacture of salt was to be stopped in the districts of 
Pegu and Thongwa from 1st January 1897 ; and that the possibility of restrict- 
ing manufacture in other districts would be considered. In their letter 
No. 6598-S.E., dated 2nd December 1895 (Pihancial), the Government of India 
pointed out that the composition rates might be further increased and manu- 
facture further concentrated. Steps were taken accor^gly by the Govern- 
ment of Burma, the manufacture of salt being liinited to specified tracts in 
certain districts ; but in their letter of 20th April 1897, No. 1757-S.Il., the 
Government of India pointed out that the Salt Revenue was still not ade- 
quately protected, and that there had been an extensive displacement of 
imported salt paying B1 per maund by the locally manufactured article, 
which in practice paid far less. The Lieutenant-Governor therefore enhanced 
the composition rates with effect from 1st January 1898, and is giving the 
matter his further attention. 

To interest the Local Government in the growth of the salt revenue, it 
Has been decided that the salt receipts in Burma shall be provincialised from 
1st April 1898, the Local Government receiidng half the net proceeds, which 
are estimated at present at 7i lakhs per annum, which amount will be deducted 
from' the net assignment ma,de under the present Proimcial Contracts. A Salt 
Administration Report for the Province will hereafter be submitted annually 
to the Government of India. 

120. Under Act XXI o£ 1B87, it was competent for Local 'Governments to 
establish or license bonded warehouses at places other than warehousing ports, 
and to bring them under tlie bonding and warehousiig provisions of the Sea 
Customs Act. In March 1896 'Ihis enactment was superseded by Act VIII of 
1896, which was designed to afford '^eater faicilities for the conveyance of salt 
inland under bond. ’Section 4 of the new Act, Which is of general application, 
re-enacts the pfoyisiohs of the older Act ; while secfiohs '5 to 7, which are 
'applicable only to such parts of British. India ais 'the Governor General in 
Couhbil'ihaykpedisRy notify, provide for the estabhshment or licensing of inland 
salt wareMuses ‘ sinS 'for the cohveymce to ‘ahd'i'ssue "ifeierefrom of salt on which 
payment of duty is deferred under ^‘ time-bondsi” Phe time-bond provides for 
thWp^yment of'duty in'cohveiffeht 'ihst'almerifs, but may hot 'extend beyond the 
^Abd by wkioh the sairn^he teasohably expected to pass into consumption 

any c^se’beyOnd Six’hiSn'^, 



In Tebrnary 1897 the provisions of sections 5 to 7 of this Act were 
extended to territories administered by the Lieutenant-Goyemor of Bengal ; 
rules framed by the Government of Bengal for working the time-bond system 
being at the same time approved. 

The question of extending these sections to Assam also is at present nnder 
Consideration ; but there is a legal difficulty in the way owing to the fact that 
the Chief Customs authority and the Chief Customs Collector, who are required 
under the Act and the Bengal rules to license warehouses and pass consign- 
ments of salt thereto under bond, do not exist in this inland province. This 
wiE probably be removed by supplementary legislation. 

The extension of sections 6 to 7 of the Act to Madras and Bombay has not 
yet been applied for, as in those provinces salt is abeady issued under ‘ credit 
systems,’ which allow a deferment of duty payments till the salt is likely to 
pass out into consumption. 

121. The Kohat salt mines at Jutta, Malgin, Nari, Kharak, and Bahadur Sn.hance'mta <f 

Ehel are situated in the central hill ranges of the Kohat District, trans-Indus, ^ohat 

Prior to the year 1883, the duty on salt produced at these mines ranged from 2 

to 4 annas per Lahori or Kohat maund (102j|- lbs.), but in that year it was 
increased to a uniform rate of 8 annas per Kohat maund. 

In consequence of this low rate of duty, it was found necessary to prohibit 
the transit of Kohat salt from the right to the left bank of the Indus, and to 
Tna-intain a preventive line in order to render this prohibition effectual and pre- 
vent the Kohat salt competing in the c«a-Indus districts with the fully taxed 
salt produced from other sources. The restrictions upon traffic imposed by the 
preventive line were necessarily vexatious, and the expenditure which it entailed 
considerable ; while there did not appear to be sufficient reason for taxing 
the consumption of salt so much more lightly in the ^/•ay»s-Indus than in the 
c*s-Indus districts of the Punjab. It was decided therefore that the duty on 
Kohat salt should be enhanced to a rate which, taking into account its inferior 
quality and the expense of bringing it c/s-Indus, would be sufficient to pre- 
vent its competition with fully taxed salt and to admit of the abolition of the 
Indus line. The duty was accordingly raised to B2 per Kohat maund 
(equal approximately to ElJ per British maund) in July 1896, and the reasons 
which had prompted this step were fully explained to the Secretary of State in 
Government of India Despatch No. 272 (Einanoial), dated 30th September 1897- 

It may be mentioned in this connection that this increase of duty was one 
of the reasons put forward by the Khyber Afridis and some of the Orakzai 
nlaps who took part in the recent frontier disturbances for taking up arms 
against the British Government. As a matter of fact, however, this was not 
one of the contributory causes of the disturbances, but was put forward as a 
pretext after the tribes had committed themselves to hostilities. 

122. PoUowing on this increase of duty, the following arrangements have now Aioiition qfthe 
been sanctioned in respect to Kohat salt and reported to the Secretary of State 

in Government of India Despatch, dated 14th July 1898, Ko. 195 (Knan- ehmges. 
cial): — 

(1) The Indus Preventive force has been disbanded. 

(2) Transport of Kohat salt to the ois-Indus tracts and its transmis- 

sion therein is only prohibited in respect to quantities in excess 
of 6 seers, and the enforcement of this prohibition is left to the 
ordinary Revenue and Police establishments and the authorities 
of the North-Western Railway, 
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The above measures are m the nature of an experiment, and are liable to 
reconsideration if it should be found that Kohat salt is actively displacing 
other salt cis-Indus. 

(a) The administration of the Kobat mines has been transferred from 
the Government of the Punjab to the Salt Commissioner, Northern 
India, but they will, for the present, remain under the control of 
the Deputy Commissioner of the district as ex-officio Deputy 
Commissioner of Salt Revenue. 

(4) To meet the convenience of traders, duty on Kohat salt may be paid 
at Government treasuries ^rosws-Indus instead of at the mines 


as hitherto. 

(5) The mine at Nari has been closed, the question of closing other 
small mines, which are open to the criticism of requiring more 
supervision than their produce justifies, being reserved for the 
present. 

Tro$oiaisfav tis 123. In 1896 the Government of Bengal submitted for favourable considera- 
^^on a request from a Calcutta firm for remission of duty on salt to be imported 
Industry in Bengal by them for issue to fish-curers, and asked for approval to the importation of 
emsidered. “fishery” Salt either duty free or at a reduced rate of duty; its storage in 
inland bonded warehouses and issue under suitable precautions for fish -curing ; 
and the opening of fish- curing yards as in Madras. 

The Government of India were obliged, in the interests of the salt revenue, 
to negative the proposal for the reasons explained in a subsequent Despatch 
No. 142 (Pinancial), dated 19th May 1898, to the Secretary of State. It was 
pointed out that the concessions admissible in Madras and Bombay, where there 
was a large consumption of salt fish and an old established curing industry, did 
not apply to a province like Bengal, in which there was an ample supply of 
fresh fish at all seasons of the year. The estabhshment of a fish-curing industry 
there would be of doubtful utility, and would not justify the supply of salt duty 
free. Such a concession would be a protective measure, imported salt fish being 
subject to duty, and would be followed by a similar demand for exemption for 
local curing of provisions of other descriptions. The Secretary of State, who 
had at first been inclined to doubt the wisdom of the Government of India’s 
decision, was convinced by these arguments, subject to reconsideration if there 
should at any future time be evidence of a genuine popular demand for salted 
fish in Bengal. 

The Government of India are willing, as they originally informed the Gov- 
ernment of Bengal, to remit, under due precautions against abuse of the con- 
cession, duty on salt which can be satisfactorily proved to have been irrecover- 
ably lost in the process of fish-curing, but cannot in the interests of the revenue 
go beyond this. 


JS^peal of the 
JBengal Salt Acts 
hitherto in force in 
Assam. 


Be^tranfer cfthe 
administration of 
the Salt 

in 


124» The Bengal Salt Acts, VII of 1864 and I of 1873, were passed before 
Assam had been separated from Bengal, and therefore extended to Assam also. 
Subsequently when Assam was made a Schedule District under Act XIV of' 
1874, these two Acts, among others, were by notification declared to be in force 
in the Plain Districts of Assam. But in 1896 it was decided that no salt law 
was needed in Assam, and the Bengal Salt Acts of 1864 and 1873 nominally in 
force there were accordingly repealed^ 

125.^ La 1885 the salt administration of Orissa was transferred to the Salt 
0<»MQissioner of Madras, who was to virork under the general control of the 
ifteo^aliLieutenant-Govemor and Board of Revenue. But it was found that 
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tracts. 


the Madras salt system could not be properly "worked under the law (India Orissa to 
Act X I T of 1882) in force in Orissa, and the presence of the Madras salt officers Government of 
in the province gave rise to a good deal of friction with the local authorities. 

In the meantime enquiries made by an officer of the Northern India Salt 
Department ia 1894 and by two local officers in 1896 had placed it beyond doubt 
that illicit manufacture of salt was prevalent in Bengal proper. Accordiugly it 
was decided in 1897 that the Bengal Government should revise its own salt law 
(Bengal Act VII of 1864) to provide more effectually for the suppression of illicit 
manufacture in the saliferoixs tracts and should organise a special preventive 
establishment to deal with such practices. Under these circumstances, the separa- 
tion of the salt administration of Orissa from that of the rest of the province 
would no longer be necessary, and in letter No. 2143-S. E.., dated 12th May 1897 
(financial), the Government of India, with the consent of the Madras Govern- 
ment, ordered that the Orissa Administration should revert to the Government 
of Bengal. This step was carried out in October 1897. 

The legislation necessary to put the salt administration of Bengal on a salt 
satisfactory footing is now, having been approved in principle by the Govern- legislation /or 
ment of India, under the consideration of the local Legislative Council, 
proposals for establishing an efficient Salt Department in the province have been efficient preventiv 
laid before the Secretary of State. In the meantime, the saliferous 
in Bengal proper are being supervised by a portion of the establishment trans- of salt in its 
ferred by Madras with the reversion of Orissa, and to assist their operations the 
provisions of Act XII of 1882 have been temporarily extended to these tracts 
and manufacture of salt forbidden therein. 

126. The British Government has the right to open salt works in Baroda MUcit manufacture 
Territory, but has refrained from exercising it on condition that His Highness 

the Gaekwar will take effective measures for the repression of illicit manufac- 
ture within the State. Complaints having been made by the Bombay salt author- 
ities, and found not to have been without foundation, that illicit manufacture 
of salt from salt-earth was being carried on in Baroda to the detriment of the 
British salt revenue, the Government of Bombay was, in 1897j requested 
to arrange for the deputation of an officer of the Bombay Salt Department to 
inspect the places in the Baroda Territory where the illicit manufactm’e of salt 
is being carried on, and to advise the Durbar as to the measures which should 
be adopted for the suppression of such manufacture. 

127. The manufacture of salt at Aden is confined to the works in the village Proposed 

of Shaikh Othman, purchased by the British Government from the Sultan of 
Lahej in 1881, and is carried on by certain Arab merchants and an Italian 
Company. The Arabs have no regular sanads for the manufacture of salt, but ^ 

have acquired certain rights by prescriptive title and long use, and these have considered 
been tacitly recognised by the British Government since the acquisition of 

Shaikh Othman. The Italian Company, on the other hand, was granted a lease 
of certain lands for the manufacture in that village, the lease being for 99 years 
with effect from the year 1885, with a monopoly of manufacture up to 1896. 

On the expiration of this monopoly, an officer of the Salt Department was 
deputed to Aden for the purpose of instituting an enquiry as to the possibility 
of establishing Government salt works at Aden or in its vicinity ; but as his 
report showed that this project would be unprofitable in the face of the com- 
petition of the Italian Company, it was abandoned for the present. An applica- 
tion from the Company for the grant to them of certain additional lands 
suitable for salt manufacture and now at the disposal of Government has, 
however, been refused so as to give the Government a free hand for the future. 
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SECTION XIV. 


Stamps and Codrt-peds. 


Consolidation 128. The notifications issued from time to time under Section 8 of the Indian 

tfstao-f Stamn Act of 1879, sanctioning remissions or reductions of duty^irere re-issued 

notiftaattons. o 

in 1895 in a consolidated form. 

Proposed revision 129. The rates of discount allo-wed on the sale of both judicial and nomjudi- 
qf«'a#eso/c?wco««i^j^l Yarj materially in the Several proviuccSj and as far bach as 1881 

on sale <f stamps. qxiestion of assimilating them had been examined, but it was decided that 
owing to differences in local conditions, the system of differential rates could not 
then be discontinued. The question has, however, been again raised by the dis- 
covery that in recent years an irregular traffic has been carried on in the exporta- 
tion of stamps from provinces in which the rates of discount are high to provinces 
in which the rates are low ; some provinces have in consequence been getting less 
than their proper share of stamp revenue, while others, by supplying to some 
extent the needs of neighbouring provinces as well as their own have been 


Extension of 
Stamp Act to 
Upper B^rma, 
Amendment (ftJie 
Indian Stamp 
Act, 


Efjosion of dutp 
on prohates, etc* 


getting more. 

With a view to a general revision and assimilation of rates. Local Govern- 
ments were in Einancial Besolution Nq. 581-S. B., dated 4th Eebruary 1898, 
addressed on the subject, which is still under consideration. 

130. In 1897 the Indian Stamp Act of 1879 was extended to Upper Burma, 
with the exception of the Shan States. 

131. The Indian Stamp Act, 1879, has been several times amended, but the 
• majority of the defects in the working of the Act which were brought to notice 

in the course of time were not sufficiently important to warrant separate 
treatment, and the proposals for remedying them were held over till the time had 
arrived for the general revision and consolidation of the law. Eventually it was 
decided to take up the question of bringing before the legislature a general 
amending Bill, and in Einancial Besolution No. 528-S.B., dated 30th January 
1895, Local Governments were supplied with a statement of the propc^als which 
had been made for the amendment of the Act and were asked to bring to notifee 
any other points in which the Act reqtdred revision, and especially to report 
whether the rates of stamp duty pressed hardly in the case of petty transactions 
X&. every-day life among the common people. 

After examination of the replies received a Bill was prepared and intro- 
duced in Octoher 1897 iu the Legislative Council of the Govomor General. 
The Bin is on the same lines as the present Act. The rates of duty in all 
but a few cases hawebeen IdPt as they a* present stand. The intention has been 
to generally maiirta;in the existing stamp law, hut to render it more- intelligible 
and in points of procedure less irksome to the ma^ of people whom it affects in 
"the daily transactions of life, and at the same time to make it less capable of 
evasion. 

The Bill has passed through "Select Committee but has not yet become law. 

11^; The ^per duty on probates, eertificates and letters of administration 
is often evaded by the under- valuation of estates of deceased persons by their 
executors, and the question of providing some remedy against such under- valua- 
tion -Usas heen more than once considered. Einally it was decided in 3897 
to undertake legislartion with this object, and a Billhas been prepared wMch 
‘h^ not yet become law. 
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SECTION XY. 

Excise. 

133. The most important reforms in Excise during Lord ’Report of the 

Elgin’s Vicejoyalty hare reference to hemp drugs. 

la Mncch 1893 the Secretary of State directed the appointment of a Com- 
mission to enquire fully into the cnltiyation of the hemp plant in India and the ind^^hereL!* 
manufacture and consumption of hemp drugs.. 

The Commission’s Beport was received hy the Goyemment of India in August 
1894, and was fully reviewed in Einancial Besolution No. 1369-Ex., dated 21st 
March 1895. The general conclusions arrived at by the Commission, which 
were accepted in the main by the Government of India, the following ; — 

(1) Tt^t the total prohibition of the cultivation of the hemp plant for 

narcotics, and of the manufacture, sale or use of the drugs 
derived from it, is neither necessary nor expedient. 

(2) That ihe policy to be adopted in respect of intoxicatiag drugs pre- 

pared from the hemp plant should he one of control and restrictiom 
aimed at suppressing their excessive use and restraining their 
moderate consumption within due limits. 

(3) That the best means for the attainment of these objeets are ?— 

{a) adequate taxation of the drugSj which can he hest ^ected by 
the combination of a direct duty with the auction of the pri- 
vilege of vend ; 

(&) prohibition of the cultivation of the heanp plant excejrf; imder 
license, and the ©eniralisation such cultivation ; 

(e) Kmitation of the number of shops for the retail sale of hemp 
drugs ; and 

id) limitation of the extent of the l^al possessicfli of the drugs. 

(4) That the metbefc adopted to oajery out these e^ids sdwuld be system- 

atic, and as far as posmble. imMorm for the whofe of British India, 
and that their adoptio®. hy certaiDL Native States should also he 
suggested. 

(5) That a GoveEament monopoly of pcoduotton and. sate of heanp drugs, 

■&Qs^h theoretiesdly ^aobjeetic^hte^ m ujades^able for practical 
r€!asom 

. 1 ^) That teaporte cxpoet and tia«spait duties, on the dn^s are generally 
•undesirable^ ^ugh the levy ^ .import, du^ sooay be necessary in 
regard to totgs. comiog from Native States which have not 
a ,gsai-ynilate d their ^stem to that in force in British territory. 

The. Commds^on also made various suggesfcioaas, as to. the .amendment of the 
system of administration .and. control in the several Provinces. 

Ito the drsfe place,, it became necessary to amend, the law relating to Amendment of 
jgs<^.i?ave®ue (Act XMl 4- which was the® in force in Noarthem India, S^toSp^fer 

Burma and Gewg, reoommendation« 

4 -new Exm^ Act% XGC of 189% accordingly passed in March 1896, Commieeion, 
which enabled the. Government--.. 

to. pa^Aibit abstdutely, or except under license, the eultiyation of the 
he^p pl.ant and tite production or preparation therefrom of hemp 
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drags ; to place such oultivation, where permitted, iiiider proper 
supervision ; to restrict and regulate the collection of the sponta- 
neous growth of the hemp plant and the preparation of hemp 
drugs therefrom ; and to prohibit absolutely, or otherwise than by 
certain specified routes and under special conditions, the import 
and transport of hemp drugs ; 

(5) to impose an adequate duty on the cultivation of the hemp plant 
and on the preparation, importation, exportation or transportation 
of intoxicating drugs produced therefrom ; and 
(c) to establish bonded or other warehouses for the storage of hemp drugs, 
so as to enable the duty thereon to be paid at the most convenient 
time, mz.i on issue from the warehouse for consumption. 

The Act, which applied to Northern India, the Central Provinces, Burma, 
Coorg and Ajmere-Merwara, was extended in August 1896 to Baluchistan, and 
in April 1898 to the Civil and Military station of Bangalore. A Hemp Drugs 
Law on the same lines was passed for Berar in November 1897, and the amend- 
ment of the Bombay Abkari Act, 1878, has now been taken in ba nd. The 
Madras Abkari Act, 1886, had already provided that Local Government with 
necessary powers. 

Enunciation of the 135. Having thus provided the necessary legislative sanction, the Govem- 
generai lines of ment of India, in a circular letter, dated 30th April 1896, No. 1925- S. B., enun- 
adopted with ciated the general lines of policy which Provincial Governments should bear 

Mspect to hemp jn mind in improving the local Excise systems. 

In regard to gan^a and charas it was laid down— 

(1) that the cultivation of the hemp plant in British I ndi a for the pro- 

duction of these drugs should be restricted as much as possible, 
the production of ganja and the import of charas being, however, 
permitted under proper control and restriction ; 

(2) that aU ganja and charas should, on production in or import into 

any Province, he liable to a direct quantitative duty, such duty 
heing realised by means of a system of bonded warehouses, 
where the drugs would be stored, hut would remain the property 
of the cultivators, dealers or importers j and 

(3) that the drugs should be allowed to be freely carried, under suitable 

restrictions, but without payment of duty, from the place of pro- 
duction or import to a bonded warehouse, and from one bonded 
warehouse to another either within the same or in another 
Province, duty heing realised thereon on issue from a warehouse 
for retail sale in the Province of consumption. 

As regards hhangt it was considered that no attempt should he made to 
extirpate the spontaneous growth of the hemp plant ; and that no restriction 
should be placed on the use of the wild plants in their green state, or on their 
manipulation for the manufacture of fibre. The Government of India considered 
that if (a) the cultivation of hemp for the production of hhang were prohibited 
or made subject to the paypaent .of an acreage duty, (ft) the collection of hhang 
from wild or self-sown plants by wholesale and retail vendors for the purpose of 
sale were only permitted under Hcenses, and {o) the transport of hhang so 
collected were carefully regulated and restricted, it would be possible to exercise 
adequate control over the consumption of the drug, and to subject it to a 
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moderate quantitative duty in addition to the tax levied in the form of fees for 
the privilege of vend. 

136. In accordance with the above policy, the hemp drugs arrangements of Reforms eEEected 
each Province have been carefully considered and revised, with results which 
may be briefly summed up as follows. systems of Excise 

The cultivation of the hemp plant will be absolutely prohibited in Assam 
and Burma and in the minor Provinces of Baluchistan, Coorg, Ajmere-Merwara 
and Berar, while in other Provinces it will be permitted only in limited areas 
and subject to careful restrictions. Adequate quantitative duties will be levied 
on charas and ganja, and in most Provinces on bhang, whether the drugs are locally 
produced or supplied to a Province from outside, the duty being generally paid in 
the Province of consumption. Storage of the drugs in bond and under adequate 
supervision at licensed warehouses, public or private, is either already in force 
or is being worked up to. Lastly, the rules regulating the manufacture, import, 
export, transport, sale and possession of hemp drugs have been, or are being, 
revised in all Provinces in the direction of greater stringency and of the produc- 
tion of a larger amount of revenue. 

These measures of control will also affect the Native States which derive 
their supplies from British territory. Our own reforms must be in thorough 
working order before we can urge similar steps on the other States. 

The Hemp Drugs Commission recommended that the supply of hemp drugs 
to natives of India residing in Burma, which is now, though nominally 
prohibited, carried on illicitly, should be recognised and properly controlled. 

In accordance with this recommendation a scheme has been devised for licens- 
ing, under suitable restrictions, the sale of the drugs to natives of India 
proper residing in Burma ; and in Despatch No. 362, dated 10th November 
2898, the sanction of the Secretary of State has been ashed for to its being car- 
ried into operation. It will involve a modification of the Excise Act (XII of 
1896), which does not at present permit of any import of hemp drugs into 
Burma. 

137. Under the Tariff Act of 1894 and Act XVI of 1863, methylated spirit otter general 

imported into or produced in India, which had been rendered permanently jn 

for human consumption, was taxed at the usual Tariff rate of 6 per cent ad regard to 
valorem, instead of being subject to the higher Tariff or Excise duty on spirits, 
provided it was used exclusively in arts and manufactures or in chemistry. In 

May 1896 it was pointed out by the Bengal Government that methylated spirit 
was harmlessly employed for other purposes also, and the Government of India 
in December 1896 extended the favourable treatment above referred to to all 
imported spirit which had been effectively and permanently rendered unfit for 
human consumption. This concession has been embodied in the Tariff Act (III) 
of 1896. After correspondence with other Local Governments, the same orders 
were subsequently applied to non-potable spirit produced in India {vide letter 
to the Government of Bengal, No. 6829-S. E., dated 14ith December 1896, and 
circular letter to Local Governments and Administrations, other than Bengal 
and Bombay, No. 2112-Ex., dated 16th May 1897). 

138. In 1896 the practice under which rum supplied by the Commissariat Taxation of mm 

Department to British and Native troops in India was exempt from Excise or to 

Tariff duty fifl-me imder consideration, and it was decided that it was undesirable troops on payment, 
to allow soldiers to buy spirits at a cheaper rate than their fellow countrymen 

in India. But in view of the length of time during which this exemption from 
duty had been in force, and of the reasons which had led to its grant, it was 
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held tbat the cliaage should be eff^d gradually* Accordingly, under ord^ 
conveyed in Military Department letter No. 407-D., dated 2Srd January 1897, 
to the Adjutaut.Qe»eral. in India,, a small initial duty -sras imposed on rum 
issued for soldiers with effeet £rom the Ist April 1897. This duty will be 
gradually enhanced hereafter. 

139. In December 1897 the contracts fcff the supply of malt liquor to 
British troops in the Bengal and Dunjab t^canmands and in the Quetta District, 
which had been entered into in 1887, and under which the liquor supplied by 
the contractors was exempted from Excise duty, eame to an end. In renewing 
the contracts for another five years, provision was made for the levy of the ordha- 
wy IJxcM duty (one anna per g?dl.o»), on aU malt liquor issued by the eon? 
iractms. 

140. In July 1.897 orders were (at the instance of the Einanoial Department) 
issued iu Home, Department letters Nos, 76"^80, dated 22nd July 1897, prohi» 
biting the levy of octroi duty by Jlunieipahtjes on ingredients used in the dis- 
tUlatiou of country spirits, as the levy of such duty was ealculated to interfere 
with the Imperial Excise revenue. 

141. In 1896 and 1897 the question of introducing uniformity of practice 
throughout India in regard to the sale of rnm by sugar refiners was considered 
at the instance of the Secretary of State, and in a Despatch to His Lordship, 
No, 320, dated llth NoTember 1897, it, was explained that complete uniformity 
in this respect was unattainable owing to the Terences which necessarily pre- 
vail, owing to varying local circumstances, in the, Provincial systems of Excise. 
But as a result of the discussion the. duty levied in Bengal on rum and other 
similar si>hit manufactured in India has been raised to fi6 per gallon of proof 
strength (the tari5 charge on imported spiidt), a rate already attained in Mad- 
ras, Bombay and Burma.. ®ds will also apply to the rum supplied from Bengal 
for consumption, in Assam- In the Central Provinces the duty was at the same 
time raised &om E4 to B.5 per gall(m. 

142. The distilleries in the Madras Presidency being worked on highly or- 
’ gammed European methods, it became desirable that an oflicer with full know- 
ledgie of the chemistry and, technicalities of di^iBation should be available to ad- 
vise on. their internal arrangements and enforce necessary measures of precaution 
in theinteresteof the revenue. Accordingly m 1896 the appointment of a specialist 
officer from the. Inland Bevenue Department in England was sanctioned by the 
^.cretary of State on. the application of the Local Gtovemment and the Govern 
ment of India, made in Despatch No, 233, dated 18th August 1896. PMs ofileer 
is now training- subordinate: oflleials of the Exci^, Department in distillery work- 

The tree-tax license fee syetem of toddy revenue has been gradually 
extended, until it UPW covers practically the whole of the Presidency. The 
toddy revenue in Madras^ which in. 1.893rM stood at 61-6 lakhs, amounted in 
1897-98 to 71-14 lakhs. 


Xme'ndment of Ae ^898 sauction was^ac^rdedip letter No. 27S-Ex'., dated 18th 

Bengal Excise Janua^ 1898, to the intsoduc^on in. the, Legidatifv© Counoil q£ Bengal a Bill 

inLSion of ^ ^i^end the Excise law in farce, in that P^vito©©. (Bengal Act VII of 1878), so 

the tq embo-dy ther^n ^le new provisi(mg,of the-Ncathem India Excise Act, "yTT 

in S rST f ^ the adopthm of tbe tree-tax system' 

^9 ^0 f^ipro^owig; trees, ami te .ge3a^a%.impr0v© the ^Visions of the 

' e^Aing law m reject, ta the ‘prevention offences, etc. Attempts have been 

' .1891-92 toi4#;godt^ the. tree-tax ^stem of tdri (toddy) 


in the Madras Presidency; but its 
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full and systematic introduction lias not been found possible owing to the 
absence of tbe necessary legal provisions in tbe existing Excise Act. Mean- 
while the scheme is being given a limited trbl, so far as it is possible to do so. 
in a few districts. 

144. The attention of the Grovernment of the North-Western Provinces and iTorth- Western 
Oudh was drawn in letter No 4590> dated 28th October 1896, to the desirability 

nf developing their Excise revenue (a) by an enhancement of the rates of still- Proposed measures 

head duty now levied in the Province on country spirits, (5) by rendering the de-sreiopment 

rates more elastic than they at present are, and (e) by the entertainment of a Sxdse rereuae.*^ 

special preventive Excise establishment. The Local G-overnment has accepted 

these reforms in principle, and will proceed to work them out in detail as soon 

as the Province has recovered from the efEects of the late famine. It also 

intends to take steps for closing the smaller distilleries in the Province, now 

worked in the primitive native fashion, and replacing them by a few large 

distiller!^ worked on more scientific principle. These measures have been 

generally approved by the G-overnment of India in letter No. 4142-Ex., dated 

22nd September 1898. 

145. In April 1897, with a view to fasilitate the supply of country spirits Puniat: 
from one district of the Punfah to another, the rates of still-head duty on such 

^ rates of stiU-head 

spirits were equalised througliout the Province. Later on, in letter ISTo. 5006-Es:., duty on country 
dated 10th November 1897, sanction was given to the rates being further 
revised so as to disco-urage the coiosnmption of strong spirit in the Province, 
and to place the duty on country spirits on an equality with that levied on 
spirits manufactured after the European meihod {S4 per proof gallon). This- 
re-vision was carried into eff^Jt in Pebraary 

146. The system of manufacture and vend of eonniary spmts known as the CeDtrai Provinces t 
"bonded warebcwse system,” wMch had been introduced in the Nimar district 

of the Central Provinces in 1892-93, and subsequently exteuded to some other in regard to country 
tracts, resulted in failure In 1890. That system has consequently now been 
abandoned, and in place of it a " modified bonded warehouse system, ” which bonded warehouse 
follows the modd of the Madras contract distfflOTy system, is being tried as “ ^ 
an experiment in two disteiets under orders conveyed to the Chief Commis- tried, 

sionep in letters Nos. 4011 and 90r*S.E., dated respeetiveiy the 18th September of 
1898^and 27th Pebruaiy 1897. The new system’ differs from the old mainly ia ^^^^^trehoose 
separating the f-imetions of manufacture and retail vend, which the oidaystem” ia selected 
meiiiod comhiaed in the hands of a single eontraotor, and in handing over“*®“‘ 
vend operations to local hOensees. It has also transferred ihe maia burden of 
^xarion frcHU license fees to direct duty. 'The rest of the Pro-rince is for the 
present divided hetwemi otrfatill atreas and sadar iUstllleries at which duty is‘ levied 
on the -maftwa used -in distilatlon, and not, as generally, on the liquor issued. 

147. In Berar, the Bombay system of Excise revenue in respect of country Berar; 

^irits, -vtdiich was- introdueed in selected tracts in -1892, as an' experimental *‘^® 

nseasure, has'been -extended to additional ar^s, and the- OoveMiment of India mii.iui'niifl system 
have agreed to its-extenaon to the -whole Province as soon as this can he expe- “dditionai areas. 
d3®ntiy -effected. The results of Excise administration in Berar have, however, 

not as yet been very sarisfaotory ; and in letter No. 1241-8 .B.., dated ‘16th March 
l^S^jthe-Gtevmmment ef India drew attention to this and desired the Eesident 
to give his- personal attention to the matter. 

A new Excise law, lased on- the provisions of the Bombay Ahkari Act, Enactment of tbe 
1878 , was enacted for Berar in November 1897, and was at once extended 
the tracts iu which the Bombay guaranteed minimum system is in force. 
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SECTION XVI. 


Post Oppicb. 


Attitude of the 
Go'vernment of 
India towards the 
JPostal Conmntions 
"between Great 
Britain and other 
Continental 
eonntries. 


Progress in the 
policy of postal 
nnifioation with 
Native States, 


148. In 1894 the Government of India declined to join in a Postal Convention 
which Her Majesty’s Government proposed to conclude with Austria-Hungary. 
In addressing the Secretary of State on this subject in their Despatch No. 183, 
dated 10th July 1894, the Government of India explained that the application 
of the proposed Convention to India would involve the grant to steamers subsi- 
dised by the Austro-Hungarian Government of the facilities and privileges 
accorded to Tnail steamers in British Indian ports. As neither British no', 
British Indian mail packets call at Austrian ports, no compensating advantage 
could be secured to India or Her Majesty’s Government ; and it was considered 
that the grant of special privileges to the steamers of the Austrian Government 
would lead to embarrassment and inconvenience in the event of applications 
for similar concessions being made by other Governments. 

No objection was, however, raised to a proposal made in the same year to 
conclude a similar Convention with Italy, as British mail steamers have a port- 
of-call in that country. 

149. The policy of postal unifioation, which had been warmly supported 
by the Government of Lord Lansdowne, was actively pursued during the 
five years of Lord Elgin’s administration. In particular an important addi- 
tion to the States which have fallen into line with British India in this 
respect was gained when the Durbar of the Kashmir State consented to the 
amalgamation of its postal system with the Imperial Post OflBlce. This 
measure came into force from the 1st November 1894, and was approved 
by the Secretary of State, to whom a report on the matter was made in the 
Government of India Despatch No. 353, dated 16th December 1896. It was at 
first estimated that the cost of management of the combined system would even- 
tually be covered by the corresponding postal revenue, but the heavy cost of 
working the mail lines to Gilgit and Leh (where the Kashmir State had practi- 
cally employed forced labour) has for the present caused this expectation to be 
disappointed, and the loss on the year’s working in 1896-97 amounted to about 
1141,000, which was more than accounted for by the two lines above mentioned. 
These lines are of great military and political importance, and the Government 
of India, in reporting on the matter to the Secretary of State in their Despatch 
No. 162, dated 9th June 1898, were of opinion that the necessity for maintaining 
them in a thoroughly efficient condition more than justified the heavy expendi- 
ture incurred on them.,, and in this view it was considered that the results of the 
amalgamation might be accepted as not unfavourable. 

The entire management of posts in the Native States of Bamra and 
Nandgaon iu the Central Provinces and of Pudukotta in the Madras Presi- 
dency was also undertaken by the Imperial Post Office in 1894-96, and in the 
same year the Chiefs of Navanagax and Wadhwan in the Bombay Presidency 
.agreed to the amalgamation of their posts with the Imperial Post Office. 

In the following year, in pursuance of the same policy, a number of post 
offices were opened in the Native States of Meywar and Merwara and in some 
other minor States, and in 1^7 the postal system of the States, of Bharatpur 
affid Khairpur was similarly reorganized. • ■ 
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160. From time to time the attention of the Government of India had been Proposed direct 
drawn to the desirability of establishing a direct miail service between Karachi service 

and Aden in connection with the steamer service between Europe and India, 

but it was believed that the cost would be found to be practically prohibitive, 
and the proposal had been put aside. The question was revived by the mercan- 
tile community of Karachi in 1894 and tenders were invited in connection with 
the revision of the contract with the Peninsular and Oriental Company for the 
conveyance of the India and China Mails. This practical test, however, only 
bore out what had been previously anticipated, and no company was found 
willing to take up the service at a moderate rate. 

161. In 1895, in their Despatch No. 59 of the 27th February, the Government Concessions in 

of India recommended to the Secretary of State the introduction of a new class . 

« , T T , , miregtstered 

01 postal parcels, parcels not exceeding 440 tolas in weight, to be forwarded 
by post unregistered at the rates of 2 annas for the first 20 tolas, 4 a-nTiag for 
parcels weighing over 20 but not more than 40 tolas, and 4 annas for every 
further 40 tolas or fraction thereof ; these rates being half those already in force 
for registered parcels of like weight. The scheme involved some slight loss of 
revenue, estimated at well under a lakh of rupees in the first year. It was 
approved by the Secretary of State and introduced from the 1st August 1896. 

The value-payable system which had previously been applicable only to 
registered postal parcels was extended to unregistered parcels with effect from 
the 1st April 1898. 

162. In 1894 a direct exchange of money orders with New Zealand was in- Pscehange qf^monep 
troduced, and money order business with Hongkong, which had been suspended®’*'^*^® letweem 

in 1893 owing to fluctuations in exchange, was resumed. 

An arrangement was also concluded for the direct exchange with the 
Seychelles Islands of money orders expressed in Indian currency in place of the 
less convenient sterling money order exchange through the agency of the 
British Post OfB.oe which had previously existed. 

The Indian Post Office at Zanzibar was closed in 1895 after an existence 
of 20 years, and the British Protectorates of Zanzibar and British East Africa 
entered the Postal Union. After the withdrawal of the Indian Post Office 
the management of the posts of the island was taken over by the Postal Admin- 
istration of Britirii East Africa, with which a formal agreement was concluded 
for the continuance of the money order and parcel exchanges between India and 
Zanzibar. Revised agreements were also concluded, with effect from 1st 


January 1897, with the same Administration for the regulation of money order 
and parcel exchange between India and British East Africa. 

A direct money order exchange was established with the Cape Colony in 1896 
in place of the exchange which had previously been carried on through the 
agency of the British Post Office. A similar arrangement was made vrith 
British Guiana in 1896 and with the South African Republic in 1898; and 
the Secretary of State has recently been asked to approve the establishment of a 
direct money order exchange with the British Central A&rica Protectorate. 

163 FaciEties for the exchange of foreign parcels have been largely extended. PxcKamge tf 
Nmmtow addittoos were made to the coontrira and places with which parcels can 
be exchanged, and in a number of cases improvements in the mode of trans- ComtrUt. 
misdon were effected. Thus a more direct route vid Egypt was adopted for 
parcels for Greece, Turkey. Tunis and TripoH, which had previously been sent 
ihrough the TTnited Kingdom. In the case of Mauritius, parcels for which 
place had also been previously sent through the United K^dom, a direct 
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transit . Ceylon was introduced. Direct parcel exchanges were also 
established with Tasmania and .the Seychelles ; and arrangements have been 
sanctioned for the estabKshment of a direct parcel post service with Prance and 
Germany. 

An arrangement was also made with the British Post Ofidcej under which 
parcels from India transmitted through that oflS.ce could be fully insured to 
various foreign countries and British colonies and possessions to which parcels 
could previously be only sent uninsured. 

The conveniences of the direct parcel exchange with Ceylon, which already 
included those of the value-payable post, were further supplemented by the 
extension to that colony of the parcel insurance system ; and arrangements were 
also made for exchanging fully insured parcels direct with the Straits Settle- 
ments, Hongkong, Egypt, and Prance. 

Revised arrangements were also concluded, with eflfect from the 1st January 
1898, for the exchange of postal parcels between India and the colonies of New 
South Wales, Yictoria, Tasmania, South Australia, and Queensland ; and the 
Secretary of State has been asked to sanction a similar arrangement in the 
case of Western Australia. 


Fostage for letten 
of soldiers and 
seamen in Ser 
Majesty's Service, 


154. Under the provisions of section 63, 3 & 4 Viet., C. 96, soldiers and 
seamen in Her Majesty’s service in India have the privilege of sending letters 
not exceeding ^ oz. in weight to any part of the British Dominions at a postage 
of one penny for each letter. The Indian equivalent of this rate had previously 
been fixed at nine pies, but was raised in 1896 to one anna in consequence of 
the fall in the exchange value of the rupee. 


eo‘mpM‘>a against 155. In 1896 a large body of official and non-ofldcial gentlemen addressed a 
the rates of passage memorial to the Government of India complaining of the high rates of passage 
tui^emnsuiarand’^oiiej cliargea by tbe Peninsular and Oriental Steam Navigation Company 

voya^ge between E,urope and India, and suggesting that the Government, 
letween Europe framing future mail contracts, should require the contracting Company to 
and India. accept rates of passage money not exceeding fi.xed maxima to be prescribed 


by G;overnment. 

' . The memorialists were infomed, in the.. Government of India’s letter 


No. 4076, dat^ 23rd September 1896, that the questions raised by them were 
naatters for private arrangement between the shipping Companies on the one 
sffie and the passengers on the other, and that the Government were merely con- 
cerned with the public services to be performed in connection with the carriage 
of maife and any reservations required , in the direct interests of the service of the 
State, amd could not intervene in the matters referred to in the memorial. The 
memorial was, however, laid before the Secretary of State in connection with 
the mvisiqn of the ocean mail contracts. 

Pr(^osed change l56. In 1896.the Madras Government, atthe mstanoeof theivra.(lrfl,a r! ba.m - 
Commeiroe,^urged bn the . Government of India the adoption of the Bom- 
maUs.eto. bay-Madras route fqrt^ .carriage of the Burma mails in place of that 

Calcutta. The proposal was not, however, .accepted, as it was found after care- 
examination that the Calcutfa route offered ibtinct advantages boih in the 
case o^ffie incoming and outgoing Burma mails, and was preferred by both the 
Bu^aiGoye?nment -and the mercantile community of Rangoon. Recently 
also the question of expeditiug the delivery pf the inward foreign Tnaila at Madras 
by the use of wee^y special trains, was j very carefully considered, but it was 
sho'^that ihecpst.,^puld.be excessive as compared with the advantages the 
^rangonioiits would confer on the Madras public* 
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157. A conferaice of railTray and postal officials waslield at Kagpur in Improved mail 
February 1897 to discuss proposals for tbe improvement of the mail train service 
between Calcutta and Bombay. Arrangements were agreed on, and subse- Northern India. 
quently accepted by tbe Government for the acceleration of the daily mail service 
eid Jubbulpore by over 11 hours and for the establishment of a second daily 
service in the Bengal-Nagpur Eailway. 

Arrangements were also made for the conveyance by special trains of the 
inward foreign mails between Bombay and Calcutta, the Punjab, and Simla. 

168. In 1895 and 1896 the question of a new contract for the conveyance New contract with 
of the Indian mails came under consideration iu view of the approaching ex- the Peninsular and 
piry (in January 1898) of the contract concluded with the Peninsular and 

Oriental Steam Navigation Company in 1887. After a very full consideration 
of the public requirements and the terms offered, the Government of India in 
their Despatch No. 282, dated 30th September 1896, recommended to the Secre- 
tary of State the acceptance of the tender of the Peninsular and Oriental Steam 
Navigation Company, and eventually a new contract was concluded with that 
Company for a term of 7 years from the 1st February 1898. Under this con- 
tract, the anUual subsidj payable to the Company for the conveyance of the 
Eastern and Australian mails has been fixed at £330,000 for the combined 
services as against £265,000 under the previous contrabt. The latter figure, 
however, does not include the amount payable for the conveyance of the 
Australian mails, as this service had previously been dealt with in a separate 
contract. The Indian share of the consolidated subsidy payable under the new 
contract has not yet been determined. The Company has undertaken to 
cover the distance between Brindisi and Bombay in 302 hours, giving'a through 
transit from London of 362 hours; and provision has been made for sorting of 
postal articles from Port Said, shotild the development of the service render 
such a course necessary, and also for a uniform departure from Bombay 
throughout the year. 

169. The last Postal Union Congress was held at “Washington- in May 1897, Postal Union 
Mr. Kisch, Postmaster General, Bengal, being deputed to represent India. 

The convention settled by the Congress was ratified by the Secretary of State, mr. 
on behalf of the G-ovemment of India, and will come iuto operation from 1st 
January 1899. India, like Great Britain, was up to the time of the last 
Congress a party only to the Principal Convention of the Union relating to 
letters, post-cards, printed articles, business papers and samples, and for all 
other f orei^ postal husiness such as that connected with parcels, money orders, 


etc., it had been necessary to execute separate conventions or agreements with 
the countries cohcemeA As a result of the conference, India has now. a^eed 
to join the Tarcel Post Convention, which, like the Prmcipal Convention, will 
come into force bn the 1st January 1899. . . ‘ 

160. The Indian Post Office Act, XIV of 1866, was found msraffieient for the New Post Office 
needs of the Department. ' Durmg tie 30' years succeeding the passii^ of the 
Act, defects and omissions had been brought to fight, and experience had shown 
that the express provisions of law as contained in the Act were not in all re- . 
speots suited to *the. postal requirements Ofthe present’' day. (Sreater protection 
was requited by* the Post Office- and additional powers to enable its officers to 
deal with' articles, pdsted in contravention of the lawl It was found dearable, 
moreover, fo ba&e on a legislative enhcinehf a number of schemes such as postal 
insurance and the value-payable and money order systems which had been intro- 
duced' in recent years, and had thus remsiined outside the provisions of the law. 
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Agaia with the development of the postal system and in view of the conise of 
English postal legislation, the necessity for new penalties had become apparent. 
A Bill was therefore introduced in the Council of the Governor General in 
November 1897 to repeal the Act of 1866. The Bill became law from 1st July 
1898, and the necessary rules and orders under its enabling sections were pub- 
lished with effect from the same date. 

MUraiioninTaies 161. Tinder Orders of 1881, newspaper proprietors were allowed to com- 
foT newifapers. OflSice, by a oash payment in advance, for the postage 

payable on the number of copies of their newspaper to be posted during a given 
period, the rate prescribed being half an anna per ten tolas except in the case 
of very light newspapers not exceeding 3 tolas in weight, for which a specially 
lowrateofone-quarter anna' was fixed. It had been found, after a very full 
trial, that this system involved loss of revenue and also entailed much unnecessary 
labour on the Post Office. The Government of Tudm accordingly decided to 
withdraw the special arrangements for prepayment in cash from 1st October 
1898 and to require prepayment in stamps in all cases. The privilege of specially 
low rates for light newspapers was at the same time extended, the weight to be 
carried for one-quarter anna being raised from 3 to 4 tolas. Measures were 
however taken by a system of registration of newspapers to limit the privilege 
to bond fide newspapers and exclude from its scope such publications as trade 
circulars which had come within the terms of the concession as worded in the 
orders previously in force. The purpose and extent of these modifications were 
explained to the public in the Government of India’s Eesolution No. 3258-S.Il., 
dated the 25th July 1898, which was published in the Gazette along with the 
Notification No. 3256-S.R., dated 26th July 1898, which gave effect to them 

foreign letter postage rates was raised 
m 1897 by Her Majesty’s Postmaster General, who proposed the formation of a 
resMcted union between the United Kingdom and all British Dependencies 
with a view to reduce, in the case of such Dependencies, the foreign letter post- 
age charged in^e United Kingdom from 2^^. to %d. the half ounce. The Gov- 
ernnient of India were consulted and gave a qualified approval in their Despatch 
No. 348, dated the 16th December 1897. ^ 

The prcyosri. hower, wa» not further considered, as the general question 
rf reduoi^ foreign letter postage rates was meanwhile referred to a Postal Con- 
fers^ which assembled in london in 1898. At this Oonferenoe the Gorem- 

™nt of I^wete again represented by Mr. H. M. Kisoh. Postmaster General, 

“ “ deelarationby Her Majesty's Postmaster 
that the Bnteh Pmt Offloe would be prepared to join with any Ootenles 
^ De^denmos of the Tlmted Kingdom which might desire to hare a rate for 
oreign lettOT pc^e of Id. per half ounoe iu place of the rate of 2i<t. The 

of oonH agree to the inclusion 

of ^ m the list of oountnes accepting the proposed change either from the 

beginmng or from the 1st of April 1899. «ibner irom me 

1898^^IST®^* of India, in their Despatch No. 274, dated 1st September 

from letters sent 

r^iprocating countries from 2^ annas to 1 anna per half ounce 

to « fa ^ of the saerMce of revenue favZ^Ta 

the direct be^t wuS^K f “ pointed out that 

mrect benefit which it would confer on India would be smaU and would be 



limited to a single class, and thiat the natires of India generally would derive 
no advantage unless a corresponding concession were made on their behalf by a 
reduction of the inland postage rates. It was proposed, therefore, as regards 
inland postage, to carry tolas per anna instead of 1 tola per anna, the special 
rate of half an anna for a weight not exceeding half a tola being left unaltered. 
Hiis was agreed to by the Secretary of State, and the revised scale came into 
force from 1st October 1898. Q?he change in the foreign rates, for which this 
measure prepared the way, was introduced on 25th December 1898. 
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SECTION XVII. 


!PurG7iase in India 


articles ofirm 
and steeh 


Stores. 

163. In 1883 the Government of India issued rules laying down that all 
articles required for the PuhHo Service which could not be: manufactured in India 
were, as an almost invariable rule, to he obtained on indent through the Secretary 
of State. These rules precluded the purchase in India of manufactured articles of 
iron and steel imported from Europe required to be used in constructing bridges 
and other finished engineering structures, and iu consequence of representations 
made by the leading manufacturers and iron founders in India, they were 
modified tentatively in 1891, and a few selected local firms were allowed, 
subject to certain conditions, to tender for specified articles of iron and steel, 
made up in India. The concession was however limited to articles the certain 
want of which could not be anticipated and delay in the supply of which 
involved loss. This condition was strongly objected to by the manufacturers 
affected, and in 1896 certain well-established firms of manufacturing engineers 
and iron founders domiciled in India addressed representations to the Secretary 
of State on the subject. After careful consideration the Government of India, 
with the approval of the Secretary of State, dispensed in Einancial Eesolution 
No. 2587-S. R., dated 9th June 1898, with the condition complained of, and 
considerably extended the list of articles of iron and steel manufactured in India 
which may be procured locally. 

Supply qf stores 164i. In 1894 the Secretary of State drew attention to the heavy expenditure 
for F(^ incurred in the supply of stores from England for the Port Commissioners, 

bodies through tie Calcutta, and the Government of India were asked to consider the question 
whether arrangements could not be made under which Port Trusts and siTin'Iflv 
local bodies could obtain their stores through the agency of the Stores Depart- 
ment of the India Office. It was anticipated that such an arrangement would 
conduce to economy. The question had been previously discussed in 1887, and 
the Government of India, after giving the matter further consideration, saw no 
reason to alter the decision arrived at in that year that Government could not 
impose upon local bodies any restrictions as to their manner of procuring 
Emopean stores without assuming a responsibility which it is desirable to avoid, 
or without an amount of interference which might prevent Government obtain- 
ing for such bodies the services of non-official gentlemen of standing. Vide 
Einancial Despatch to Secretary of State, dated 19th September 1894, No. 235. 
The question was again raised in 1897 in connection with the stores required 
from England by the Calcutta Port Trust; but the Government of India adhered 
to the conclusions arrived at iu 1887 and 1894. 

165. "With a view to enable Government to make a comparison of English 
and Indian paper, both in regard to quality and price, the Director General of 
Stores at the India Office proposed in 1896 that one-tenth of the an-rma-l require- 
ments of paper in the Bengal Presidency should be obtained from England. 
The Government of India considered that the proposal was opposed to the policy 
which had been steadily followed in India since 1883, of offering aU proper 
encoumgement to every effort to substitute for articles obtained from Europe 
articles of local manufacture, when the latter are not inferior in quality or 
higher in price, and after correspondence with the Secretary of State on the 
subject, the Government of India were left to decide whether the interests of 


Stores Department , . 
India Office. 


Comparison of 
English and 
Indian paper as 
regards qnalitg 
and price* 
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economy would be best served by the purchase locally of such papers as the 
Trub flu Mills can make cheaply and well. After consideration the original pro- 
posal of the Director General of Stores was abandoned, it being decided that a 
comparison nf similar kinds of Indian and English papers should be obtained 
by submitting periodical indents on the India OfBLoe for not less than ten tons of 
any one description of paper. 
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SECTION xvin. 


Statistics and Commeb.ce. 


Merehant 

Shipping 

Bill. 


166. A Bill to consolidate and amend the Indian Merchant Shipping laws 
was introduced in the Legislative Council in 1892 with a view to remove 
the great difficulty experienced by those who have to a dmin ister and observe 
the present law, but its progress was interfered with by the passing of the 
Tingiiali Merchant Shipping Act of 1894 It has been held by the Home Gov- 
ernment that as the English Act is a complete code of Merchant Shipping, so 
far as British ships are concerned, and applies in many cases to British ships 
throughout Her Majesty’s dominions, the Indian legislature has no power 
to legislate in regard to matters already provided for by the Imperial Act, save 
in the special cases in which such power has been reserved to it by that Act or 
by some other enactment, while in regard to matters only partially provided 
for by the Imperial Act, it should be careful to ILmit its action expressly 
to matters not so provided for. It will thus be necessary to re-cast the whole 
Bill, and until such timft as this can be done, it is intended to enact separately 
such parts as are urgently required. Parts II and VII of the BiU, which deal, 
respectively, with the measurement and registration of ships and with native 


Bides unier the 
Beek and Load 
Lines Act, 1891* 


Measures for the 
protection of 
Indian seamen 
from liahilitg to 
serve in 
inclement 
climates, efte. 


Barnisg tfan 
Act to secure the 
protection of 
officers and crews 
^ mssels visiting 
Indian ports from 
the heat of the 
Sun. 


jraSaGiigsr gtlpSi tSiYt accoidingly been removed and prepared as separate BiUs. 

167. Rules under the Deck and Load Lines Act, XYII of 1891, were 
originally issued in 1892, but as it had been represented that difficulties had 
arisen in working them, their operation was shortly after suspended. A re-draft 
of the rules was then prepared and circulated to the Maritime Governments in 
August 1894, with the request that the draft rules might be published locally 
and the opinions of the Chambers of Commerce and owners or agents of vessels 
invited on them. Copies of the draft rules were also forwarded to the Secretary 
of State for publication in the “ Board of Trade Journal,” and he was asked to 
move the Board to issue an order recognising them. The opinions and criticisms 
thus invited were then carefully considered, and the rules, after modification 
in accordance with such of the suggestions as seemed suitable, were finally 
revised and re-issued in July 1896. Since then further modifications in the 
rules have been suggested, and the matter is now under consideration. 

168. The first clause of the form of agreement signed by Indian seamen 
engagiag for voyages to foreign countries was amended in 1894 and again in 
1896 with a view to protect Native seamen from liability to serve in very 
inclement weather and to provide for their transfer from a vessel belonging to 
one Company to that of another. By the amended clause the geographical 
limits within which such seamen might be employed were altered from 70 de- 
grees north and 70 degrees south latitude to 60 degrees north and 60 degrees 
south latitude. The clause also provides that Native seamen aTigli not be 
bound to serve Qn voyages to any port in the Baltic or on the Ea^t Qoast of 
^enca north of 38 degrees north latitude during the winter months 
(October to March), and that, save under special agreements voluntarily under- 
taken, they shall not be bound to serve on a voyage round Cape Horn. 

169. Prior to 1894, the want of suitable arrangements for the ventilation and 
protection from^ the ieat of the sun of the forecastle and officers’ quarters in 
certam v^els visiting Indian ports had, from time to time, been brought to the 
notace of ^vei^ent. The Board of Trade, who had been referred to on the 
Wjee through the Secretary of State, expressed their readiness to alter their 
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regulations so as to remedy these defects; but they pointed out that, without 
legislation, of which there seemed no immediate prospect, such alterations could 
not be given retrospective effect, and would he confined in their application to 
vessels inspected by their surveyors on initial registration or re-registration 
under section 9, sub-sections {4) and (7), of the Merchant Shipping Act of 1867. 

It was accordingly suggested that, pending legislation in England, the 
Ports Act, 1889 (X of 1889), should be amended so as to provide for the framing 
of rules for the protection from heat of officers and crews of vessels while in 
Indian ports. Act IV of 1896 was passed to attain this end. 

170. In 1893 the Bishop of Eangoon forwarded to the Chief Commis- Sestrictim of 
sioner of Burma a memorial from a number of shipmasters of vessels lying in labour in 
the port at the time on the subject of restricting Sunday labour in the port of 
Eangoon. It was urged that there was an amount of unnecessary work 

done amongst the shipping in the Eangoon harbour on Sundays, and that 
there were no special regulations restricting the working of cargoes and sa.iling 
of vessels from that port on Sunday such as existed in other places. The Chief 
Commissioner agreed that there was not sufficient protection to masters of ships 
or men against unnecessary labour on Sundays, and held that section 72 of the 
Sea Customs Act, VIII of 1878, was designed to cast on the Collector of 
Customs the responsibility of deciding whether Sunday work should be allowed 
or not. He decided that the Collectors of Customs in Burma ports might 
under that section grant permission to land or ship goods on Sundays in the case 
of (1) Government vessels and transports hired by Government, (2) Wfiil 
steamers, and (S) vessels working explosives, live-stock, ships’ stores, bunker 
coal or ballast for stiffening ; but that in other cases a fee equal in each case to 
aimas on the net registered tonnage of the vessel, subject to a minimum 
of E60 and a maximum of E200, should be charged on permission granted for 
Sunday labour, which permission should, moreover, be given only in circum- 
stances of declared urgency. The fees thus realised were to be divided half-yearly 
between the Sailors’ Home, the General Hospital and certain other institutions 
in which seamen are interested. After consulting other Maritime Governments 
on the subject, the orders passed by the Chief Commissioner of Burma were con- 
firmed by the Government of India in April 1895. 

171. In January 1895 a Bill was introduced iu the Legislative Council to Bill for tko 
provide for the registration of certain boats in Lower Burma, it haviug been 

urged by the Eangoon Chamber of Commerce and the Eice-millers of that port Burma. 
that such a measure was necessary in the interests of trade and of the Burmese 
boatmen as well as of the rice merchants, owing to the peculiar conditions 
under which the paddy trade in Lower Burma is carried on. But there was a 
difference of opinion as to the necessity for the measure ; Sir A. Mackenzie, who 
was then the Chief Co mm i ssi oner of Burnaa, considered that compulsory regis- 
tration was not in the interests of the rice trade, and would give rise to a vast 
amount of discontent, while the Eangoon Chamber of Commerce and the Select 
Committee to whom the Bill was referred were in favour of compulsory 
registration. It was decided in Eebruary 1896 not to proceed further with 
the Bill. 

172 . In the summary of the principal measures of the Viceroyalty of Lord ^gjting of the.,, 
Lansdowne it was stated that the question of hghtmg the Eed Sea had beeni 

under discussion for a long series of years, but that, owing to political as well as 
financial reasons, it was not found practicable to effect any substantial improve- 
ment in the lighting of this ocean highway. The question was raised again 
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Measw^es for tie 
protection of 
inland sfeam^ 
vessels from 
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in 1897. The Chambers of Commerce at Calcutta, Madras, Bombay, Karachi 
and Eangoon, and the Underwriters’ Association at Bombay represented the 
urgent necessity for additional lighthouses in the lower portion of the Bed Sea, 
and the Government of India referred the matter to the Secretary of State, but 
no very satisfactory decision has yet been arrived at. The last report received 
by the Government of India on the subject was in November 1897, when they 
were informed that the construction of lighthouses had been abandoned and 
that Lord Cromer had been instructed to endeavour to obtain the sanction of 
the powers to the location of lightships outside the 3-mile l imi t. The outcome 
of these negotiations is now awaited. 

173. In 1897 the Government of Bengal brought to notice the necessity for 
the protection of inland steam-vessels from collisions by the issue of a regula- 
tion similar to that prescribed for preventing collisions at sea, which enjoins 
the compulsory use of sound signals. It was then found that the Inland Steam- 
vessels Act, 1884 (VI of 1884), did not confer upon Government the power to 
make such rules, and that the Act would have to be amended for this purpose. 
A short Bin was accordingly prepared and introduced in the Council of the 
Governor General on the 8th JtQy 1898, which provides for the making of 
rules to regulate, among other matters — 

(a ) the making of soimd signals ; 

(5) the carriage of lights and the exhibition of the same by night ; 

(o) the steering rules to be observed ; and 
{d) the towing of vessels astern or alongside. 


Treaties of 
Commerce with 
ceriam foreign 
countries. 


In the criticisms of Local Governments certain additions to the Bill have been 
proposed and these are now under consideration. 

174. Copies of Treaties of Commerce concluded between Great Britain and 
certain other countries were from time to time forwarded by the Secretary of 
State, with the enquiry whether the Government of India would participate in, 
or agree to, them ; and the action taken thereon was as follows 

The Government of India agreed to the Treaty of Commerce between 
Great Britain and Servia, concluded on the 10th July 1893, being made appli- 
cable to India. 


It was considered inexpedient to bind India by the stipulations of the 
Convention with Eoumania, of 1st April 1893, respecting false indications of 
origin on goods. 

Similarly, the Government of India did not agree to the application to 
India of the Treaty of Commerce with Japan, signed on the 16th July 1894, or 
the commercial agreement with Bulgaria of July 1897. But it was subsequently 
decided that, subject to certain reservations made on political grotmds, India 
might be advantageously included in all commercial treaties, and in view of the 
increasing commercial importance of the trade with Japan, the Secretary of State 
was informed in Boreign Department No. 182, dated the 13th October 1898, that, 
subject to the abovementioned reservation, it was considered desirable to obtain 
the inclusion of India in the treaty with Japan if that were still possible. 

No objection was made to the application to India of the Trade Mark 
Convention between Great Britain and Costa Eica, signed on the 27th August 
1897, although it was thought to be of no use to India. 


Emetment mtite 176. In June 1897 a representation was received from the Bombay Chamber 

enactment in the Japanese Diet of a law 
^bounties to f®^ the grant of bounties to Japanese exporters of raw silk from Japan to foreign 
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countries. It was forwarded to the Secretary of State in August 1897, with ih&japanes,^ exporter* 

remark that, if this law should receive the Imperial assent, it must injuriously eUkfi-om 

affect Indian as well as British merchants engaged in trade with Japan, and that 

it appeared desirable that such steps as Her Majesty’s Government considered 

proper should he taken to protect their interests. The Government of India, 

were informed in reply that Her Majesty’s Government had no grounds, at that 

time, for objecting to the proposed law, but that Her Majesty’s Minister at 

Tokio had pointed out to the Japanese Government that the proposed law 

conflicted with the Treaty of July 1894i, which would come into force in about 

two years’ time. 

176. In June 1897 the Secretary of State forwarded a full and clear Proposed, addition. 

report by Mr. Consul Brenan on the state of trade at the Treaty ports of China, ofmr 

and requested to be furnished with any remarks which the Government of Majesty's Minister 
India mi g ht have to make on the various matters touched on by that officer, 
and particularly as regards his suggestion that a special officer should be added trade with China. 
to the staff of Her Majesty’s Minister in China to study questions affecting 
trade. In Despatch No. 268 (Binancial), dated 23rd September 1897, the 
Secretary of State was informed that such an appointment, though it might 
be of service in furthering British trade, would not justify expenditure from 
Indian revenues. 


# 
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SECTION XIX. 


Learye and 
JPension IRules 
of the Special 
lye^artments. 


Miscellaneous. 

177. The question of improving the 
leave and pension rules applicable to the 
branches of the public service termed the 
Special* Departments, which was taken up 
by Lord Lansdowne’s Government, was 
finally settled in the years 1895-96. 

178. On the question of leave rules, the Secretary of State bad held that in 
all branches of the service divided into a higher or Imperial, and a lower or Pro- 
vincial, service, the class of rules which should be admissible to an officer must 
primarily be determined by the nature of his original appointment j but that 
if he originally entered the Provincial service and was subsequently appointed 
to a post usually held by an c^cer of the Imperial service, he should be allowed 
thereafter the benefit of the European Service Leave Rules. In those Depart- 
ments in which no distinct line could be drawn between Imperial and Provincial . 
services, a list was to be prepared of the appointments and of the individuals 
to whom it was desirable in each Department to grant the better leave rules. 

179. As regards pensions, the order of the Secretary of State was that the 
officers abeady in service should retain their existing privileges, but that 
for officers entering it hereafter the maximum pension should, in ordinary 
circumstances, be R6,000 a year. It was, however, conceded that in all the 
larger Departments and in any of the smaller Departments which might be 
held to be eligible, the Government of India might grant an extra pension of 
R1,000 a year to any officer who might have rendered not less than three 
years’ approved service as the Head of a Department in any Province, and 
whose special merits might be considered to be deserving of . the concession. 
Subject to the above condition, the scale of pensions applicable to the Public 
Works and Telegraph Departments under Article 712 of the Civil Service Regu- 
lations was extended to officers appointed from England to the Eorest and 
Geological Survey Departments. 

180. In their Despatch No. 9, dated 9th January 1896, the Government of 
India explained the way in which they proposed to give effect to the orders of 
the Secretary of State. In the Departments coimeoted with General Adminis- 
tration (Executive and Judicial) and in the Education, Eorest, Survey, Public 
Works and Telegraph Departments, a complete division between Imperial and 
Provincial services was effected. In the majority of the Special Departments it 
was found neither desirable nor feasible to draw a distinct line between Imperial 
and Provincial services, and selection was therefore made of certain appoint- 
ments, and in a few oases, of individuals, to whom it was considered desirable 
to grant the more favourable leave rules. 

181. With reference to the question of pension, the Eorest and Geological 
Survey Departments were declared eligible for the higher scale of pensions 
admissible to the Public Works Department and Telegraph officers under 
Article 712 of the Civil Service Regulations ; the special additional pensions 
admissible to officers of the Public W^orks and Telegraph Departments under 
Article714of the Civil Service Regulations were abolished in the case of 
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officers entering the service in the future ; and a Kst of the Heads of Depart 
ments and of certain selected officers holding high and important offices to 
whom It was proposed to grant the special additional pension of fil,000 a year 
was approved by the Secretary of State. ’ ^ ’ 

182 . The arrangements thus outlined involved much correspondence and 

No. 2968 -P., dated 22nd June 1895. loinute examination of the circumstances 

Koi'S:?:: : S : me. f each Department before they could be 

No. 3697' P., » 21st August 1896. Biaborated and finally approved. 

, w • n ^ eventually announced in the 

series of Resolutions marginally noted. 


188. In 1884 a Proyident Pund was sanotionod for officers of tile Tnh]io cf 

"Worhs Department, and later on in the same year its benefits were extended to Funds. 

certain officers of the Telegraph Department, Numerous memorials were 
thereupon received from officers of the Imperial Forest Service askino for a 
similar concession, and the request was supported by the Government of India. 

The decision, however, was deferred, under the orders' of the Secretary of State, 
pending the consideration of the report of the Public Service Commission. 

Eventually in 1896 the Government of India, with the approval of the Secre- 
tary of State, sanctioned the institution of a Provident Fund for all officers of 
the Imperial and the Provincial branches of the Forest Department ; and later on 
in the year officers bn the graded list of the Geological Survey Department were 
also brought under the rules of this Fund. These rules follow generally those of 
the similar institution for officers of the Public Works Department, the principal 
condition being that officers are obliged to contribute a monthly subscription of 
not less than 6 per cent and not more than 10 per cent of their salaries. Com- 
pound interest at 4 per cent per annum is granted by the Government on the 
deposits, and the amount which thus accumulates at the credit of each officer can 
only he finally withdrawn on his death or retirement ; hut temporary advances 
may he given from the amount at credit to provide for the passage of the officer 
or a member of his family proceeding to or from England in circumstances 
of urgency. 

184. In 1896 it was brought to the notice of the Government of India that Postal Life 
instances were not infrequent in which European Police officers had died in the 
service of Government •without having made any provision for their fa mi lies. Allowances 
fl -nfi enquiry showed that there were many officers ia the service who had made 
no such provision in the event of their death. The Government of India 
accordingly addressed the Secretary of State in their Despatch No. 142, dated 
1st June 1897, and obtained his sanction to a proposal to establish a Provident 
Emd for the superior officers of the Police Department throughout India on 
lines similflv to those of the Forest Department Fund, The rules of this new 
Fund have not yet, however, been finally settled. 

The question of the establishment of a similar Fund for the enrolled officers 
of the Financial Department is also being considered. 

186. With a view to foster provident habits among the native employes of 
Government, the Secretary of State, on the recommendation of the Government 
of India, sanctioned in 1883, a scheme of State Life Insurance and Monthly 
Allowances to be worked by the agency of the Post Office. As reliable statis- 
■fcios of native life were not available at that time, the scheme, which came into 
force on 1st February 1884, was at first of an experimental nature, and its 
benefits were accordingly extended to postal employes only. Subsequently in 
1888 the scheme was extended to officers of the Telegraph Department. 
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In 1896, when the measure had been in operation for eleven years, and 
it was found that it had worked well and that the financial position of the Fund 
was sound and improving, the Government of India, in their Despatch No. 253, 
dated 3rd September 1895, represented to the Secretary of State that the time 
had arrived for extending the scheme to the Civfi officers of Government 
generally. Opportunity was at the same time taken to recommend the addition 
to the benefits of the Dund of a system of Endowment Assurance, by 

which a lump sum is payable at a specified future date, or at death if it occurs 
before that date. These proposals were sanctioned by the Secretary of State, 
and were given effect to from 1st Eebruary 1898. 

Subscription to this Eund is purely voluntary. 

Transfer of 186. In 1886 District Savings Banks at Government Treasuries were closed 

FreMeney 3,^^ -^ork transferred to the Post Office Savings Banks. But the Govern- 
ment Savings Banks managed by the Presidency Banks in Calcutta, Madras and 
Bombay, had been allowed to remain, and were working side by side with the 
iaiTYii1a.r institutions under the management of the Post Office. This dual 
arrangement involved considerable additional expense and was not in any way 
required, and this branch of Government business was accordingly withdrawn 
from the Banks from 1st October 1896. 

Benewai ef 187. Agreements for the conduct of Government business at their head offices 

last been executed with the Banks of Bengal, Madras and Bombay in 
fw the eondnet of 1886 and 1887- At any time after the end of ten years they were terminable 
Qov^nment notice on either side. At the beginning of 1896 the Directors of the Bank of 

Bengal expressed a wish to enter upon a new agreement with the Government 
for a definite term of years, and this desire was found to be shared by the Direc- 
tors of the Banks of Madras and Bombay. It was therefore arranged that the 
various agreements relatmg to the conduct of Government business both at the 
head offices and at the branches of the Banks should be terminated with a view 
to the framing of a single consolidated and revised agreement for each Bank for 
another term of ten years. 

Drafts of new agreements were accordingly laid before the Secretary of 
State in the Government of India’s Despatch No. 249, dated 11th August 1898, 
and received his approval. In framing them the opportunity was taken 
to introduce a number of changes which experience had shown to be necessary. 
In particular the responsibility of the Banks to the Government has been 
more closely defined, the method of calculating their remuneration has been 
somewhat altered (though the amount payable remains substantially the same), 
and arrangements have been made for opening “currency chests” at the 

various branch offices of the Banks (except of the Bank of Bombay) when this 
may be found necessary. 

The new agreements came into force from the 1st November 1898. 

BedveUon tf 188. The flotation df a 3^ per cent loan in 1893-94 having shown that the 

funds Clo^eJ^r^ent could borrow money in India at a lower rate than 4 per cent, the 
held m deposit <jii6stion of reducing the rate of interest on other interest-bearing obligations of 
Government, GoYemment "was taken into consideration, with the result that the rate 
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on deposits in the Post Of&oe and Presidency Sayings Banks was reduced, 
wdth effect from 1st April 1894, from 3f to 31* per cent per annum. It was 
decided that the latter rate should also be applied in the case of other funds 
of a voluntary nature held by the Government at call and previously drawiog 
3^ per cent, the chief being the General Eamily Pension Eund, the Sindu 
Eamily Annuity Eund, Guaranteed Biailway Eunds. In the case of the 
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UncoTenanted Service Pamily Pension Punds, the rate on the portion of the 
balances •which carry interest at the market rate only was reduced from 4 to 
per cent. On the great bulk of the balances, however, the Government 
have long paid a privileged rate of 6 per cent, the question of reducing which 
is now under examination. 

189. The Post Office Savings Bank Eules had last been issued as a whole in Bevised rules for 

April 1888, and since that time had required frequent amendments ; they were Oe 

accordingly entirely revised and re-issued in 1896. Post office Savings 

190. In 1896 the Income Tax Act was extended to Upper Burma, with the Pxtension oftu 
exception of the Shan States. In 1898 the provisions of the Act were brought 

^ ^ ^ upjper Biirmos and 

into operation m those States also. the Shan States, 

191. With effect from April 1 st, 1898, the appoiatment of Comptroller, Oivii Account* 
Burma, was made an Accountant Generalship (Secretary of State’s Despatch 

No. 171, dated the 14th October 1897). 

In 1897 it was proposed in Despatch No. 324, dated 4th November 1896, 
and decided in Secretary of State’s Despatch No. 104, dated 17th June 1897, to 
recruit the ordinary European officers of the Superior Branch of the Pinancial 
Department (the Enrolled List) by a system of selection by the Secretary of 
State in England. Under the system previously in force these officers were 
selected in India by a competitive examination of candidates nominated by the 
Governor General in Council, and natives of India, pure and “ statutory,” (to 
the extent of two in every nine vacancies) are still appointed under this system. 

The promotion of deserving subordinates to an extent not exceeding one-third of 
the total number of vacancies is also permitted. 
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